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CORRESPONDENCE 


The Missing Heirs 


In the article “The Case of the Miss- 
ing Heirs” [T&E, Jan.] there appears 
this sentence: 

“When a man died in California re- 
cently it was found that his estate of 
$156,000 had been left to the cashier 
in his restaurant business who could not 
collect since by California law a man 
cannot cut off his relatives in favor of 
a stranger.” 

In California a person may by will dis- 
pose of his separate property and one 
half of his community property to any 
one he desires; but he can exclude his 
children only if they are specifically men- 
tioned in the will to indicate that their 
omission to share in the estate was in- 
tentional. I know of no statute in Cali- 
fornia which prohibits a person from 
cutting off his relatives in favor of a 
stranger by a valid will except, as above 
stated, as to his children and his wife 
as to her one half of the community 
property. 

Was the will possibly set aside on the 
ground of undue influence? 


Incidentally, I like the new format of 
the. magazine very much; it is easier to 
fold when reading. 


John Veenhuyzen 
Alhambra, Cal. 


Ep. NoTe:—The information upon 
which that part of the article was based 
is a story in the San Francisco News of 
February 12, 1936. The will involved was 
that of Martin Ross, owner of the Kup 
& Koffee Restaurant in that city, who 
died in 1935. You are probably correct 
in suggesting that the will was contested 
on the ground of undue influence. This 
technical phase of the case did not ap- 
pear in the newspaper report, which ap- 
parently paraphrased the basis of the 
case, omitting reference to the fact that 
the heirs have a right to contest a will 
which does not provide for them. 


Trust Company Holds 
Underwriter Meetings 


We are now in the midst of our third 
annual series of seminars for life under- 
writers. We have registered between two 
and three hundred Life Insurance Men 


TATES : me 
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of varying degrees of experience — from 
those who have just come into the field 
to a number of C.L.U. men. The hour- 
long meetings are held every Wednesday 
and will continue well into December. 
Thereafter we will hold sessions when 
anything of importance in the Estate 
Planning field develops. 


In the first two years the subjects were 
all presented from a sales point of view 
to enable the underwriter to use the in- 
formation in developing prospects, in 
serving their policyholders and selling 
insurance. Our experience has been that 
the average life underwriter undersells 
his prospect, because when facts are de- 
veloped through trust knowledge the 
needs are almost invariably in excess of 
what the life underwriter would have 
proposed to his prospect. 

This year at each session we have pre- 
sented an actual case of insurance sell- 
ing through Trust Company cooperation. 
The panel ordinarily consists of a Life 
Underwriter, a Trust Investment Officer 
and a Trust Officer. The discussion is 
opened by the Life Underwriter, who re- 
lates what he said during his first inter- 
view with the prospect or policyholder 
and how he brought the policyholder to a 
point where he was willing to discuss his 
estate situation with the Trust Officer. 
Next the Trust Officer relates what took 
place at the first interview, following 
which the Trust Investment Officer gives 
his findings concerning the probable tax 





valuation of the sole proprietorship, part- 
nership or closed corporation interest, as 
the case may be. The Trust Officer con- 
cludes by reciting what took place at the 
final interview where the prospect agreed 
to buy additional insurance, and for what 
reasons, and how the estate plan was fin- 
ally completed. 


The purpose of the course is not to 
make estate plannérs of those who par- 
ticipate, but to open up the possibility of 
more effective selling and _ retention 
through the estate planning approach. 
The underwriter is provided with addi- 
tional tools for his sales kit. At each ses- 
sion we emphasize “The Sales Idea for 
the Day,” taking a particular point that 
has proved effective in gaining attention 
and action in selling. 

R. E. MacDougall 
Asst. Vice President, 
GIRARD TRUST Co., 
Philadelphia 


Settlement Options for Trustees 


In connection with a trust created re- 
cently by one of our clients we hit on 
the problem of whether or not a corporate 
trustee is permitted to use the settlement 
options in a life insurance contract. As 
this question will probably come up also 
in other cases, we made an analysis of 
the situation, with these results: 

On January 1, 1948, there were 434 
life insurance companies operating with- 
in the United States. 








Of these, not less than 35 companies* 
permit a corporate trustee — at least 
sometimes — to use settlement options. 


Of these, only 12 companies are li- 
censed to do business in the State of New 
York:** 

Of these, 9 companies permit a cor- 
porate trustee the use of settlement op- 
tions only with the special consent of the 
company in every individual case. 


Of the remaining 3 companies one does 
not permit a corporate trustee to use 
any life income option — the most im- 
portant option of all. 


The remaining 2 companies (Manhat- 
tan and Union Central) permit a corpor- 
ate trustee to use settlement options, with 
only one minor exception: unless the ulti- 
mate payee is a corporation, partnership 
or association. In other words, there are 
no restrictions, if all payees are indi- 
viduals. 

K. Kauffmann-Grinstead, A.A.I.A, 


New York City 


*Aetna, Alliance (Ill.), American National, 
American United, Atlantic Life, Bankers Iowa, 
Bankers Nebraska, Connecticut General, Connecti- 
cut Mutual, Continental Assurance, Crown, Farm 
Bureau, Federal Ill., General American, Imperial 
Canada, Life & Casualty, Lincoln Natl., Manhat- 
tan Life, Manufacturers, Mutual Life Canada, Mu- 
tual Savings, National Life Vt., New England Mu- 
tual, Northwestern Mutual, Northwestern Natl., 
Occidental Cal., Pan American, Penn Mutual, 
Southland Life, Southwestern, Standard Ind., State 
Farm Life, State Ind. Union Central, Western 
Life. 


**Indicated in the preceding footnote by italics. 


A WELL QUALIFIED 
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EDITORIAL... 


The Great 
Profit Myth 


HE freedoms of profit (and loss) enterprise are not 

going to be preserved by waving the flag for some vast 
economic or political concept, but by getting at the roots of 
disaffection. The average person doesn’t know the differ- 
ence between one and another, and probably cares less. 
Public opinion polls show the majority of voters unfavor- 
able to communism or socialism; while their votes in union 
as well as national elections often support steps in those 
directions. 

At the bottom of the current popular discord, and the 
trend to government control of business and economic life, 
lie two chief delusions: The first is that profits benefit only 
a select few; the second is that they are really not necessary. 

To correct the first delusion, the facts should be spread 
(before employees, clubs, schools and through the press— 
including advertisements—the radio, etc.) as to who gets 
the profits. The usé of retained profits must be shown, as 
well as the reliance of millions of dependent women and 
children and aged on dividends, which also help greatly to 
support hospitals, schools, churches and other social agencies. 


% hy % 


The belief that government ownership is desirable is 
typified by the remarks of Harry Bridges of the Longshore- 
man’s Union: “My view is that the government should take 
over the industry and take all the profits out of it.” The 
government would undoubtedly take all the profits out— 
and pass the losses on to the taxpayer. It would also control 
or eliminate the competition which is the best assurance 
of efficiency in business. 

The idea that government would provide services or 
products at less cost than does private industry is, un- 
fortunately, a far more widespread notion than many realize. 
Without question it derives largely from the misconception 
that profits are a major factor in costs to the consumer. 
The fact that, in 1948, industrial profits were only 514 
cents of the sales dollar is not generally known. 


% + tt 


But whether the profit of a company or of industry is a 
certain amount or percentage or increase is not the basic 
issue. Primarily the social, economic—and personal—bene- 
fits of Profits have to be widely publicized. How many 
people can picture what happens when profits are taken 
away from a business? Do they know that: 

Those who had put in their savings would not be able 
to get them out when needed because the stock market 
values would have depreciated greatly. 

The company could not expand because no one would 
want to invest with risk of loss and no chance of gain .. . 

The company would sooner or later have to go out of 
business . . . and discharge all employees . . . 
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All the stockholders would have less money to spend for 
products of other companies . . . many would have no in- 
come at all... 

% *% tt 

The chain reaction of the Atom Bomb is similar to the 
sequence of disasters which could result from removing or 
reducing the Profit incentive. Without profits, or the chance 
for them, no new companies would be started; the only 
place to put savings to work would be in government secur- 
ities; there would finally be only one employer: Uncle Sam. 


The recent trend of the stock market should be enough 
to convince every corporation executive and investor that 
encouragement of popular appreciation of the vital role of 
Profits is their greatest, and gravest, responsibility. The story 
needs to be told, immediately, continually, dramatically, and 
in personal terms. 


If we continue to reward those who spend, instead of 
those who save and invest in the means of better produc- 
tion, we will wind up in the poorhouse, or in the debtors 
prison called State Socialism. It is only when business 
operates at a profit that jobs are secure, advancement is 
possible and communities prosper. We have too long taken 
that for granted as a universal belief. 


Investors Need This Service 


RUST institutions providing investment management 

service turn up information, in the course of their port- 
folio analyses, which would be of great value to the many 
people who have sizeable, but poorly chaperoned, invest- 
ments tucked away in safe deposit vaults. 


For each larger individual investor who uses some in- 
stitutional portfolio service there are probably several who 
simply leave their securities in cold-storage. Yet they fre- 
quently have an uneasy feeling that “something ought to 
be done” about reviewing these dormant assets. And when 
he does check over the list, the average investor generally 
realizes that he knows too little about the investment quality, 
trends or facts of the businesses represented. 


Sometimes, because investors do not know about trust 
facilities or think them too expensive, they fail to become 
customers. The average person also hesitates to commit 
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himself to the expense of a continuing 
service, and most people like to “try 
out” a product or service before enter- 
ing any formal contract extending over 
a long period. The invitation to obtain 
an initial analysis would provide op- 
portunity for showing the need for sub- 
sequent and regular reviews and man- 
agement. 

Trust departments might render an 
extremely helpful service by offering an 
initial review and report analysis. An 
invitation to bring in one’s complete list 
of- bond and stock investments for 
analysis, citing the modest charge made 
—on a per-item or other basis—would 
doubtless appeal to many who are re- 
luctant to take on a continuing service. 
It would also provide them an oppor- 
tunity to find whether there was any 
value in supposedly worthless securi- 
ties. 





HOW MUCH REAL PROFIT? 


Inflation has made dollar compar- 
isons, of one year with another, both 
misleading and difficult. Before we 
know whether the nation, a group or 
an industry is better or worse off than 
in a previous year, it is necessary to 
consider whether or not our measuring- 
stick has changed, and how much. 


Since the investor’s dollar is the 
same as that of the wage-earner—both 
being concerned with what it will buy 
—the most realistic way to look at 
profits and dividends is in terms of 
their purchasing power. In the course 
of testimony before the sub-committee 
on Profits of the Joint Congressional 
Committee on the Economic Report, 
Enders Voorhees, chairman of the fi- 
nance committee of United States Steel 
Corp. gave comparisons of both profits 
(after taxes) and dividends, in current 
dollars and in dollars adjusted to pur- 
chasing power of the 1948 dollar. 


Figures below are taken from the 
mid-year Economic Report of the Presi- 
dent (July, 1948), with current dollars 
translated into purchasing power of 
1948 dollars on the basis of the Con- 
sumers’ Price Index of the Bureau of 
Labor Statistics. 


Obviously it would have to be made 
clear to the new customer that recom- 
mendations would be made only on the 
basis of value as conservative long- 
term investments, compared with more 
volatile or risky ones, and should be 
periodically reviewed. The opportunity 
to explain the limitations of a single 
review—and the necessity of continued 
supervision—should leave the trust in- 
stitution less liable to criticism or mis- 
understanding than do _ suggestions 
given in response to requests for “ad- 
vice.” 

Since the first review and analysis 
is always the hardest and most expen- 
sive, a charge might be made equal to 
that now made for four quarterly re- 
views of a management account, and 
still be reasonable. 

Such a service would be a beginning 
job and offer a chance to get acquaint- 


“WE ONLY WANT ESTATES” 


TRUST executive in a large su- 

burban town remarked that exe- 
cutorship is the only kind of service 
his department wants to provide. This is 
typical of many small trust departments 
—and in some cases is a reason why 
they are small. If a bank is unable to 
provide a more well-rounded fiduciary 
service it may be that it should not 
undertake trust powers. By virtue of 
such charter it seems incumbent to pro- 
vide the basic services of custodianship, 
guardianship, trust management and 
estate planning or counsel on business 
agreements and employee benefit plans, 
as well as executorship. 

A bank cannot afford the reputation 
of putting its own advantage or inter- 
ests above those of the community, or 
using profitability as the only criterion. 
Duties to stockholders are not well 
served in contradistinction to those of 
customers, employees and the commun- 
ity. The costs and risks of providing 
specialized service or investment man- 
agement do, however, focus attention on 
the need for better advisory or “cor- 
respondent” facilities in smaller depart- 
ments. 


If the local bank cannot do a good 





ed, both with the prospect’s objectives 
and needs, and the trust department’s 
services. A follow-up call or letter to 
“single-review’ accounts, in two or 
three months, could gracefully point out 
that conditions in certain fields had 
changed and might make a check-up 
desirable. A one-time analysis is patent- 
ly inadequate, but it would be a real 
service if used as a means of explaining 
the necessity of management review or 
trust services. 

The growing recognition of the re- 
search facilities of established trust in- 
stitutions, if combined with a knowledge 
of the moderate cost of such a_port- 
folio review, could have a wide appeal 
and make many new contacts which 
might easily develop into the continu- 
ing relationship of investment manage- 
ment, often involving use of composite 
trust funds for the smaller accounts. 









job except for estate and agency ac- 
counts, it should seek means of acting 
as a channel of aid and communication 
with those who can. Cooperative invest- 
ment bureaus may be one solution, use 
of investment counsel another, or corre- 
spondent arrangements, such as devel- 
oped in California. Banks dare not 
render an inferior service, but neither 
can they be arbitrary. They need good 
will, and customers with legitimate 
problems deserve assistance. 


A A A 


COMMUNITY RELATIONS 


A new “American Opportunity” 
series of booklets based on proven case 
histories of the use of advertising tech- 
niques in bringing about more _har- 
monious relationships among business 
management, employees and local com- 
munities, is being planned by the Ad- 
vertising Committee of the U. S. Cham- 
ber of Commerce. The new series will 
include the following titles: community 
relations advertising, annual reports to 
employees and opinion leaders, cooper- 
ative educational ‘projects, house or- 
gans and other employee publications, 
films and radio “open houses.” 





NET PROFITS AND DIVIDENDS, ALL PRIVATE CORPORATIONS 


Net Profits 1929| °30 | ’31 | °32 






Dividends 
In Current Dollars. 5.8°| 5.5 4.1 


In 1948 Dollars... 8.1 | 7.9 | 6.4 | 


33 | 34] 35 1°30 1°37 1 38 1 39 | 
In Current Dollars. 8.4 | 2.5 | —1.3 | —3.4 | —3_ 
In 1948 Dollars 11.7 | 36 | —21|—59|—5117141174178139|86 | 109 | 15.3 |138 | 143] 147] 116] 15.7] 194 |*188 


26| 2112612914, 


6147] 32] 
46 | 39|46|51179|78|54| 


(In billions of dollars) 
"40 ] 
6.4 | 





1. 123143|47|231|5. | 


*Annual rates as estimated by the Council of Economic Advisors. 
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41 | 42 | 
94 | 94| 104] 108 | 





45 | 461 47 | 48 
8.7 | 128 | 18.1 | 18.6 


"43 | "44 | 










56 | 69 | 74 
6.9 | 74 | *75 





3] 45 | 
3 | 6.2 | 


47 | 47 
641 63 | 
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Fiduciaries Financial Service 















This service is to assist individuals acting as Executor, Ad- 





ministrator, Trustee or Guardian—their Counsel, Accountants 






or Advisors. 







By appointment of Bankers Trust Company as Custodian or 






Agent, fiduciaries may relieve themselves of the worries and 





details of property management and the keeping of pertinent 





records. The following services may be obtained in whole or 






in part as the fiduciary and his counsel require: 














Safekeeping of Securities Investment Advisory Service 











Collection of Dividends Complete Estate and Income 
Tax Administration 







and Interest 











Handling of Security Preparation of Court 


Sales and Purchases Accountings 








Stock Transfers Depositary under Court Order 








You are cordially invited to write Personal Trust Department, 


Bankers Trust Company, 16 Wall Street, New York 15, for 








full information. We shall be glad to send you a printed out- 






line of the services we render as agent for individual executors. 












BANKERS TRUST COMPANY 


NEW YORK 







Member Federal Deposit Insurance Corporation 
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PENSIONS... 
ecurily ov Prbiiion 7 


UNSOUND PLANS DRY UP BENEFIT SOURCES 


DORRANCE C. BRONSON 


Actuary, The Wyatt Company, Actuarial Consultants, Washington, D. C. 


HE population of the United States 

is steadily growing older both nu- 
merically and proportionately. A recent 
Census Bureau study shows that 50 
years from now (and many of us, per- 
haps 40%, alive today will be alive 
then) 22,000,000 people may be alive 
at age 65 and above compared to over 
11,000,000 today, or 1314% of total pop- 
ulation against 744% today. Drawing 
the line at age 60 would mean 19% 
in the year 2,000 against 11144% to- 
day. An increasing group of oldsters 
will have to be supported by a relatively 
narrowing base of productive younger 
workers. The picture may be even more 
weighted with the elderly if medical 
science maintains or accelerates its pace 
of recent years in its battle against di- 
sease. 


Almost as if conscious of this demog- 
raphic trend has been the burgeoning 
of the pension movement. After slow and 
sporadic growth it received a shot-in- 
the-arm from the Social Security Act 
of 1935. This brought not only old age 
protection to those covered thereunder, 
but stimulated private industrial plans 
in augmentation of the governmental 
basic benefit. The next “needle,” in the 
form of the Revenue Act of 1942, set 
the scene for utilizing “high tax money” 
in establishing plans by way of indirect 
compensation to employees whose war- 
time pay levels were limited by the 
Wage and Salary Stabilization laws. The 
focus of growth is shifting to wage- 
earning employees. 


Hidden Liabilities 


It took decades and much employee 
hardship and company embarrassment 
to achieve an awareness among employ- 
ers that making. promises today to pay 
pension benefits tomorrow, or for 20, 
30 or more years, was dangerous busi- 
ness unless carefully planned out in 
advance. The classic example of a plan, 
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supposedly on a funded basis, but actu- 
ally with liabilities growing up in the 
dark: to such an extent that it became 
little better than a pay-as-you-go plan, 
is that of Morris & Co. Here generous 
benefits were promised, both the em- 
ployer and the employees contributed, 
and things looked very happy for ten 
years or more. When, however, the 


company got into financial difficulties 
there was only enough in the fund to 
pay existing benefits for a few months. 


An actuarial valuation anywhere 
along the line would have shown a hid- 
den liability of several million dollars 
in excess of contributions and revealed 
the inevitable downfall of the plan. To- 
day, over 10,000 employers have estab- 
lished retirement plans covering some 
4,000,000 employees, all on a formal 
enough basis to satisfy the Bureau of 
Internal Revenue and all sufficiently 
concerned about a sound documentary 
and financial basis to have called upon 
insurance companies, trust companies, 
actuaries, legal counsel, and others to 
assist with the installation and main- 
tenance of these systems. 


Ultimate Source of Funds 


There is nothing complex about the 
fundamental structure of pensions. It 
is just a  put-and-take proposition 
whether one’s philosophy on the subject 
is that benefits are deferred pay, gratui- 
ties, prizes, replacement costs for hu- 
man depreciation, or bear other labels. 
The wherewithal to pay benefits does 
not come from Santa Claus but from 
employee and/or employer advance 
contributions to a trust fund or insur- 
ance company, from the employer’s 
current revenues of the year, or from 
taxes paid to support state or federal 
benefit systems—ultimately the con- 
sumer bears the load, in higher prices 
the country’s current production pays 


the benefifs. 


There is, however, complexity in the 
benefit super-structure. This stems from 
the several philosophies just mentioned, 
and leads through accounting theory 
and into actuarial science, such that 
the terms, timing and incidence of a 
plan’s contribution income and its bene- 
fit disbursements have changed the 
simple put-and-take kindergarten aspect 
into the postgraduate view of the ex- 
pert. This shift is basically due to the 
increasing number and proportion of 
the aged, whether considering the na- 
tion and its population flow, or the em- 
ployer and his changing employed and 
ex-employed population. 


Simple Method Impractical 


The simple put-and-take of benefit 
disbursements out of the employer's 
current revenues has proved a practic- 
ally impossible method under the steady 
force of the aging trend—more and 
more retired employees come along to 
swell the old-age rolls and build the 
benefits up to a higher and higher pro- 
portion of the employer’s active payroll. 
In the same way, for the country as a 
whole, the growing number of oldsters 
will call for a larger and larger share 
of the results of the nation’s current 
production in the years ahead. The em- 
ployer, however, does not have unlimi- 
ted taxing powers; he is functioning 
within a competitive milieu subject to 
the straitjacket of prices. 


The trouble in earlier days may 
largely be blamed on two factors; one 
was the unlooked for results of inform- 
ality and discretion, the other, the start- 
ling growth and persistency of the pen- 
sion roll. Concerning the former, em- 
ployers started pensions as hand-outs 
only to those whom they deemed par- 
ticularly faithful life-time workers or 
favored executives, and the amounts 
were fixed (or changed from time to 
time) by the employer’s appraisal of 
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needs or rewards in each case. It is 
obvious in hindsight that, even in a day 
without labor unions, such a_ policy 
would not stand up. What was done for 
Joe, was also fair for Bill; and if one 
person worked for 30 years and saved, 
why should he not enjoy, in augmenta- 
tion of his own thrift, the same reward 
that the employer felt compelled to give 
as pure subsistence to the prodigal? 


What Annuity Table Shows 


The pension roll grew faster when 
Joe and Bill were both granted pensions. 
The country was young, death rates 
were high (by today’s standards) but 
the pension rolls grew faster as the 
population aged and mortality rates 
were decimated (allowing the inver- 
sion). It is a mild exercise for the 
actuary to visualize an employer’s 
active-employee population, still under 
age 65, because his concern was young 
in business years, slowly but steadily 
yielding pensioners above that age. The 
following table brings this out in a 
simplified manner by using an annuity 
mortality table in common use today.! 


Table i 
Emergence of Pensioners from a 


Stationary Population 
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Column 2 illustrates the growth of 
pensioners in relation to the productive 
force; this growth goes on for many 
decades and, under the assumed mor- 
tality table, ultimately produces a roll 
of pensioners equal to about one-quart- 
er the number of active employees. If 
each person above 65 received a pen- 
sion of half pay, the annual pension dis- 
bursements as a per cent of active pay- 
roll (Col. 3) would grow to over 12% 
in forty years. 


1937 Standard Annuity Table. 
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A 10% or 12% (of payroll) call on 
a Company’s production to take care of 
ex-employees no doubt could be man- 
aged, if that were all, and if other 
things were equal. This is the casuistry 
of many in the labor unions, of the 
“pay-as-you-go” enthusiasts (who don’t 
themselves, want to pay, a basis some- 
times paraphrased “owe-as-you-go”). 
But the 10% or 12% isn’t all and other 


things aren’t equal. 


First: This 12% of payroll is derived 
under assumption of a stationary popu- 
lation. It represents one year’s disburse- 
ments only—12% of payroll in a fu- 
ture year goes out as half-pay pension 
payments in that year. No security in 
the form of an invested fund or insur- 
ance contract has been built up under 
the projection of Table 1. It would have 
taken about 4% of annual payroll, 
additional to the indicated disburse- 
ments over the years, to have provided 
a good reserve backlog at the end of 
the period of observation—40 years out. 


Second: The 10% or 12% would 
not be alone; we also have the Social 
Security Act. The employees, employer, 
consumer and taxpayer will also be 
supporting that Act, out of our produc- 
tion. We are told that in the distant 
future, the benefits of the present old- 
age-and-survivors insurance provisions 
of the Act (and liberalizations are im- 
minent) could run from 5% to 10% 
of payroll,” no doubt over 10% in years 
of relatively low employment. There 
are also the taxes required to support 
the rest of the Act, general taxes for 
public assistance and more special taxes 
for unemployment benefits. The in- 
clusion of disability and medical ben- 
efits is constantly being suggested. In 
view of these collateral calls on produc- 
tion, the 10% or 12% carries a more 
sinister implication. 


Pay-as-You-Go Fallacy 


Third: Labor unions often seem to 
believe there is enough permanence to 
the employer or the industry so that 
actuarial reserves can be dispensed with, 
in fact, would be awkward since “all 
that money” would be withdrawn from 
paying benefits now. Also, that the cost 


*Myers, R. J., “‘Actuarial Study No. 23,” Social 
Security Administration. 


of a program for setting up these re- 
serves would give pause to the employer 
or the industry, while pay-as-you-go 
pensions look cheap, especially at the 
start. 


The actuaries cannot believe in this 
philosophy. It is not labor’s striving 
for a secure old-age that is at issue, it is 
the permanence and character of old- 
age security within our form of econ- 
omy and according to our ideas of a 
free government that matters; the ward 
of the state is secure but is not free. 


Going back to Table 1, suppose the 
employer, under such conditions, finds 
a decrease in sales, or a greater unit 
production per employee or a dimin- 
ishing source of raw materials. Let us 
say that his need for personnel reduces 
by 2% a year. In accordance with 
custom, rules of seniority, and reten- 
tion of skilled workers, this diminution 
would take place by a constantly smaller 
use of new workers at the younger ages; 
the then middle and older ages would 
not be so much affected and for years 
the annual addition to the pension roll 
would be much the same as if the 
shrinking of the total employed group 
were not taking place. In conjunction 
with this shrinking payroll, suppose our 
mortality keeps right on improving and 
moves further into the higher age realm 
according to not unreasonable actuarial 
assumptions.* Then, what would the 
half-pay pensions mean as an unsecured 
disbursement load in comparison with 
corresponding payrolls? To illustrate: 


Table 2 
Emergence of Pensioners from a 
Declining Work Population 


Index of Active 
of (20-65) Group 
or % Pay Pensions 


S&S (20-65) Group; 
Year Zero=100 


% of Payroll 


% Above 65 


SBSSS une Years Pro ected 


‘Jenkins, Wilmer A., “Annuities Based on De- 
creasing Mortality,” Transactions, Actuarial So- 
ciety of America, XLVII, 265. 





Thus, in 40 years, additional payroll 
of nearly 40% would be needed to just 
meet the current disbursements for a 
list of pensioners more than _three- 
quarters as numerous as the list of ac- 
tive workers. These relationships are 
not fabrications in vacuo. This country 
has seen business fluctuate, it has seen 
industries live and die. What would 
have become of the pensioners in the 
dead industries and trades if rosy prom- 
ises of benefits had been in effect to 
be annually financed by a special as- 
sessment on each article of production? 
Where would the members of the Con- 
gress of Equestrian Organizations 


(Livery Stables) be today if they had 
negotiated pay-as-you-go pensions sup- 
ported from so much per buggy clear- 
ing the barn doors? 


The Royalty Road 


The same danger of a non-stable pay- 
roll base, or of an insufficient assess- 
ment or special tax, can be found in 
fluctuating industries, or in depression 
times for plans formulated in prosper- 
ity, or in war years with temporary halts 
in normal processes. I have made some 
studies of the pension issue in the coal 
industry—what I call John L. Lewis’ 
“royalty road to pensions.” A retiring 


I¢ you are in 


charge of 


‘Trust Investments 


rust investment officers find 

here a satisfactory source of 
high-grade state and municipal 
bonds. One of the principal under- 
writers of these securities, this bank 
invites your inquiries. Information 
on issues given and quick execu- 
tion of orders assured. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 


miner, of union persuasion, will get 
$100 a month at age 62 if he has been 
20 years in the industry. 


The tax for this and all other benefits 
for miners and their families, any or 
all of which fall under that euphemism 
“social security,” was 10c a ton at the 
start a short two years or so ago; it is 
now 20c. Analyses indicate, in a rough 
way, that 20c per ton could probably 
provide a modest sickness benefit pro- 
gram and do the $100-at-62 pension 
job on a near “pay-as-you-go” basis if 
the administration of the plan were care- 
fully conducted and if tonnage stabil- 
ized for evermore at the level of recent 
years. But already the drive is on to 
reduce the age to 60, and, on top of 
social security (which he didn’t deem 
necessary to mention), Judge Golds- 
borough gratuitously called the $100 a 
month “meager!” 

Geologists say that coal is available 
in adequate supply (at our rate of con- 
sumption) for the foreseeable future. It 
is not a dying industry. However, it is 
not impervious to depression periods, to 
competition with other fuels, to the ad- 
vancement of atomic power—or, to pro- 
duction stoppage through strikes. It is, 
at best, a fluctuating industry. 

[Between 1928-48 bituminous coal 
production varied from 310 million tons 
a year (1932) to 620 (1944) with 
eleven years below the 469 million ton 
average]. If coal royalties of an aver- 
age year were assumed to be just about 
enough to support pensions, what hap- 
pens when production drops?, or we 
have a depression? Depressions are 
good times to catch up on free hospital- 
ization, sickness and medical cash bene- 
fits. They are a good time to retire on 
benefit for that matter, at least tempor- 
arily. So the call on the benefit supply 
multiplies, but the supply also changes, 
the 20c’s per ton are fewer and fewer 
as in the depression 30’s. Does the ante 
then go to 30c, 50c, or more? Not good 
timing for an increase in the price of 
coal. 


Here Today — Gone Tomorrow 


The miners’ fund may not run dry 
that way; perhaps great savings will 
ensue from miners preferring work to 
pensions, staying on the job to 65 or 
older. But I think it not unlikely that 
real trouble will develop sooner or later. 
I have heard that it is to be run as a 
“real benefit” system without either the 
governmental red tape of proving every 
point of eligibility or the irritating rig- 
idities imposed by actuarial require- 

(Continued on page 170) 
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ESTATES 
JEWELRY AND 


PRECIOUS STONES 
The firm of Harry Winston, Inc. has been 


for many years the foremost purchaser of 


jewel estates throughout the world. 


We offer the services of our experts who 
are especially qualified to appraise and 
purchase jewels of all types. 

REFERENCES 


The Commercial National Bank & Trust Co., 46 Wall St., New York City 
Manufacturers Trust Company, 513 Fifth Avenue, New York City 


HARRY WINSTON, Ine. 


New York Office: 7 East 51st Street, New York 22, N. Y. 
Los Angeles Office: 601 Jewelry Trades Building, Los Angeles, California 
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Your 


NCLE Peter went to Florida for 

a fortnight. At any rate, that was 
the time he mentioned when he left. 
Two months later he wrote to say that 
he had decided to remain there perma- 
nently. He asked you to take complete 
charge of his affairs and send him $300 
a month. 


Uncle Peter’s desk was _ stuffed, 
bulging with papers. There were so 
many layers that you felt like an arch- 
aeologist digging down to an earlier 
civilization. His filing cabinet, groaning 
with documents, had drawers labeled 
only “Special,” “Miscellaneous,” and 
“General.” Special—to what?, you 
asked. The files gave no clue to the 
answer. At his home, the situation was 
worse. Uncle Peter’s attic was a store- 
house rivaling the National Archives in 
scale and scope. 


Among the papers was a missive 
dated 14 May 1912, inviting Uncle 
Peter to spend a week-end at Newport 
with a certain damsel’s family after his 
graduation from Princeton. There was 
a birth certificate, issued by the town 
clerk of Bingham, Massachusetts, show- 
ing that your grandfather had been born 
there on 18 November 1847. An insur- 
ance policy, issued by the American 
Automobile Insurance Company, under- 
took to save Peter harmless for damage 
done to others by his careless driving. 
But the expiration date had passed. 
Tucked into a bureau drawer was a 
document dated 1922, purporting to be 
Peter’s last will and testament. There 
were many old family photographs. And 
in his collar box was a beautifully em- 
bossed certificate for one thousand 
shares of stock—in Krueger & Toll 
and scores of more or less impressive- 
looking documents, letters and other im- 
pedimenta. 


Many of the papers you destroyed at 
once. Bales of old bills went up in 
smoke because you were sure they had 
been either paid or forgotten. You 
tossed aside, too, the invitation to New- 
port. But many of the documents gave 
you pause, so you took them to your 
lawyer. He realized that you needed 
some general guideposts for your 
house-cleaning, as well as specific ad- 
vice. Here is what he told you: 
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Unlimited foresight is required to de- 
cide whether a document may safely 
be destroyed. One must anticipate the 
actions of others. Laws enacted three 


decades hence may make a letter, now 


seemingly worthless, of considerable 
value. And only a thorough knowledge 
of law suffices to determine the present 
worth of an instrument. 


Documentary Proof 


Of course we have long since aban- 
doned the notion that a debt is embodied 
in a piece of paper. Today, loss or de- 
struction of a written instrument does 
not impair the obligation it represents. 
Proof of the contents of a lost document 
may be made by the production of a 
copy or even by oral testimony. In 
some cases, loss of a writing entails 
little inconvenience. If a motorist, for 
instance, loses the certificate of title to 
his car, he may usually obtain a substi- 
tute for a small fee and little trouble. 


There are instances, however, in 
which loss of a document presents seri- 
ous problems. When the document is 
a negotiable instrument, the original 
maker may be prejudiced if the losing 
owner is permitted to recover the debt. 
In such instances it is common practice 
to require the loser to obtain a “lost 
instrument” bond from a surety com- 
pany. Sureties write such bonds for 
relatively small fees but sometimes re- 
fuse to issue them to persons whose 
financial integrity is not amply estab- 
lished. Again, oral evidence of the con- 


tents of a lost document may lack suff- 
cient detail to be acceptable in court. 


So speaking, the lawyer handed you 
a sheet of paper. It was the check-list 
appended to this article. We have pre- 
pared this list (the lawyer said) .to help 
our clients survey their individual sit- 
uation. 


Our list is obviously incomplete. In 
the first place, it does not pretend to 
touch on the problems of a man en- 
gaged in business. Active trade makes 
greater demands on an_ individual’s 
records.! Again, many persons have 
documents, important to them, which 
do. not appear on the roster and to 
some persons one type of document 
may be far more important than to 
another. The widow of a war veteran, 
for instance, should carefully preserve 
her marriage certificate.” All that the 
check-list can do, therefore, is to tickle 
the thinking of a person undertaking a 
study of his own requirements. 


List Divisions 


Our list is broken down into three 
categories: “safety deposit box,” “safe” 
and “unlocked files.” A few items for 
the pocketbook are also appended. 
Some persons may believe them to offer 
too little security. Others may feel the 
list reflects excess of caution. Some may 
wish privacy as well as security: copies 
of income tax returns are not usually 
considered valuable documents but the 
taxpayer may desire to screen them 
from prying eyes. 

Many property owners prefer to 
place their valuable documents with a 
bank as trustee, agent or custodian. 
Such arrangements can afford ample 
security. For such persons the heading 
“safety deposit box” may be wholly re- 
placed by the bank or trust company. 
But if you do use a safety deposit box. 
secure one of your own. A separate 
box for each individual saves confusion, 
particularly after death, when proof of 
ownership becomes vital. 


Thus our.list is subject to many ex- 
planations. One statement, however. 


1For example, wage and hour records required by 
law. Sec. 11(c) Fair Labor Standards Act of 1938 
(29 U.S.C.A. Sec. 211(c). 

*Pensions from Veterans’ Administration re- 
quires proof of valid marriage. 
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may be made with assurance. More 
documents are mislaid than stolen. An 
orderly system of safekeeping is more 
important than any number of inches 
of steel. And if a: careful record is 
made of the dates, serial numbers and 
the like of instruments, it will be much 
easier to replace them if they do stray 
from their appointed places. 


For income tax (capital gains) pur- 
poses, it is frequently necessary to 
identify particular shares of stock, ete. 
Recording of certificate numbers is 
thus also essential for that purpose. De- 
positors should record the number of 
their savings account pass books. Often 
the book itself is mislaid. Unless the 
number is recorded, the depositor may 
let even the existence of the account 
slip from memory. Bank records show 
many instances of “abandoned” depos- 
its. 

Some explanation of items on (and 
off) the list may be appropriate. Note 
first that the list omits reference to the 
original of the will of the property 
owner. The reason is that a will should 
be readily available after death. Access 
to a decedent’s safety deposit box is 
not always possible without complica- 
tions. Hence a will should be kept by 
the executor or the testator’s attorney). 


Those items listed under “safety de- 
posit box” are most difficult to replace 
if lost. If uninsured jewelry is stolen, 
for instance, the owner may not be able 
to recoup his loss at all, except as a 
possible income tax deduction. If a 
deed is not recorded, loss of the original 
may give rise to serious difficulties. 
Oral proof of the contents, execution 
and delivery of the deed will be re- 
quired. If the grantor is dead, a sur- 
viving grantee may not be a competent 
witness. 


Care of Contracts 


A contract is a single, formal docu- 
ment to which all the parties affix their 
signatures. Or, it is a single exchange 
of correspondence — the classic “offer 
and acceptance.” Many contracts take 
those familiar forms. But other agree- 
ments are embodied in many letters 
back and forth between the parties. 
Correspondence may also contain repre- 
sentations, waivers and the like which 
can vitally affect the validity and inter- 
pretation of contracts. Obviously vol- 
uminous files cannot be maintained in 
safe deposit boxes. 


Many lawyers therefore recommend 
that important contracts be placed in 
formal style. Such an instrument con- 
tains a clause providing that all the 
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terms of the agreement are incorporated 
in its pages. Thus it is possible to de- 
posit a single document in a suitable 
place of safekeeping. There is, further- 
more, the advantage that a formal con- 
tract may anticipate otherwise unfore- 
seen questions of interpretation. 


Under the heading “safe” are listed 
items commonly believed not to require 
utmost protection. Locking them in a 
metal cabinet should suffice in most in- 
stances. Note the emphasis placed on 
documents indicating status. A genera- 
tion ago freedom of contract was the 
rule, almost all property was alienable 
and persons could easily change their 
status. Modern “welfare” legislation 
has much changed the character of our 
society in this respect. Social security 
benefits, for instance, may not be as- 
signed. As a consequence, a person en- 
titled to receive such benefits assumes 
the status of a pensioner. It follows 
that it is important to preserve evidence 
of that status. 


Preservation of Deeds 


Many documents may affect title to 
real estate. Whether such papers need 
be retained and, if so, with what se- 
curity, depends upon several factors. 
A recorded deed, of course, need not 
be preserved with the care due an un- 
recorded instrument. If the owner of 
real estate has obtained title insurance 
from a reliable underwriter he does not 
require an elaborate abstract of his 
title—that is the insurer’s problem. But 
if you pay off notes secured by a mort- 
gage on your land, be sure to preserve 
the cancelled notes: the mortgagee may 
insist upon your producing them before 
he will release the mortgage. 


How long papers should be kept is 
a subject in itself. In most states, a 
statute of limitations runs, even as to 
real property, in twenty years. But in- 
fancy and insanity may toll the running 
of the statute almost without limit. And 
possession of some instruments is de- 
sirable regardless of time. Hold-over 
tenancies may depend upon expired 
leases. 

Income tax questigns arise concern- 
ing the value of property a lifetime ago.* 
For at least five years (after disposal) 
you must be prepared to prove the 
basis (cost) of any property you may 
sell. Receipts for deductions should like- 





*“Under the “‘tax benefit” doctrine, recognized as 
recently as Lloyd H. Faidley, 8 T. C. 1170 (1947) 
it may be necessary to prove the contents of in- 
come tax returns at any time since 1913. See also 
Estate of Joseph N. Heidt, 8 T. C. 969 at 974 
(1947) (estate tax question depended upon facts 
more than fifty years old). 


wise be kept. Cancelled checks — the 
modern form of receipt — should be 
kept until the statute of limitations has 
certainly run. Of course, checks to your 
grocer, who renders you a bill each 
month, need not be retained. that long. 
Statements for the following period, 
showing nothing due on former bills, 
are usually sufficient evidence that your 


household debts have been paid. 


Death, it is true, affords some relief. 
Ordinary debts are barred if no claim 
is filed against a decedent’s estate with- 
in the period of months set by state law. 
And many documents evidencing status 
lose their utility at death. A real estate 
broker’s ficense, for example, need 
rarely be long retained by his executor. 
Estate tax valuations normally afford a 
new basis for the-computation of capi- 
tal gains but property on which estate 
tax has been paid should be carefully 
segregated for five years.* 


Lively Imagination Needed 


The category of “unlocked files” is 
least satisfactory because it omits so 
many items that can be important. Re- 
cently we spent many months searching: 
for a copy of a trust indenture drawn 
in another city. The trust had termina- 
ted years before. But a question arose 
regarding its administration which was 
important to the beneficiaries. Fortun- 
ately a copy was finally found in the 
files of the Bureau of Internal Revenue 
in Washington, attached to a claim for 
income tax refund, As I have tried to 
indicate (the attorney concluded), only 
a thorough knowledge of the law of 
your state and a lively imagination can 
encompass all the possibilities. 


Returning to Uncle Peter’s odd- 
ments, your lawyer examined the doubt- 
ful items. Your grandfather’s birth 
certificate, he pointed out, might prove 
convenient to establish the citizenship 
of any of his children born abroad. 
An insurance policy may have expired 
but, if it protects against liability, it 
should be retained until the time has 
passed within which a suit for damages 
could be filed. The latest will, should, 
of course, be preserved. But since you 
had found an instrument subsequently 
executed by Uncle Peter, it is best to 
destroy the revoked testament.® 


‘Unless it was acquired from husband (or wife) 
in which case it does not get the benefit of the tax 
exemption applicable to property taxed in the es- 
tate of one dying within five years of beneficiary’s 
death. 


5Occasionally revoked wills should be preserved. 
Heirs, who might otherwise be tempted to try to 
set aside a will, may be discouraged by the exis- 
tence of earlier testaments likewise disinheriting 
them. Hence, if testamentary capacity is doubtful, 
the older documents should be retained. 
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Old family photographs are likely to 
enjoy only sentimental value. Krueger 
& Toll, your broker had assured you, 
was worthless, but your lawyer urged 
that you record the stock certificate 
number before destruction. Then, if 
anything ever were realized for the 
shareholders, Peter or his heirs could 
identify his holdings. 


Most Important Paper 


An individual property owner might 
do well to start a survey of his docu- 
ments by examining his will. If that 
instrument has been prepared with care 
as part of an estate plan and kept up 
to date by periodic revision, he has 
taken the most important step toward 
placing his affairs in good order. Then 
the attached check-list may be used to 
ascertain that both the property owner 
and his executor are supplied with the 
evidence necessary to facilitate admini- 
stration of the estate. 


Many persons of means — like 
Uncle Peter — prefer not to be bothered 
with the details of their own affairs. 
In addition to appointing an experi- 
enced executor in their wills, they turn 
over their assets to an agent or custo- 
dian. Banks and trust companies offer 
a variety of such services. 


Formula 
for new 
business 


Troubled by new business problems in 
your Trust Department? From the experience of hun- 
dreds of banks and trust companies — of all sizes — 


To become almost wholly care-free, 
an owner may create a trust during his 
lifetime of all his property reserving 
the income to himself. Such a trust now 
has few tax advantages, but it enables 
the trustee to take the reins while the 
grantor is still available for advice. It 
would help to solve many of the prob- 
lems cited in this article. 


The Check-List 
I SAFETY DEPOSIT BOX 


Negotiable instruments 
Bearer bonds * 
Bearer notes * 

Currency 

Uninsured jewelry 

Unrecorded dispositive 

documents 
Deeds 
Leases 
Bills of sale 

Executory contracts 

Registered bonds * 

Stock certificates * 

Cancelled notes secured by mortgage not yet 

released 





*Waivers of lien of federal estate tax and con- 
sents to transfer against state inheritance tax may 
be conveniently attached to securities. 


ll SAFE 


Documents evidencing status 
Birth and marriage certificates 
Adoption decrees 
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a definite formula for the development of new trust business has been 
evolved. You’ll find it in Kennedy Sinclaire’s Trust Training Class. This 
unique service can turn someone from your institution into a successful 
trust solicitor to join the ranks of men trained by Kennedy Sinclaire who 
have sold $206,481,683 new trust business in the past five years. 


Your man will learn up to date estate planning methods and effective 
selling techniques which make use of practical sales aids. He’ll reap the 
benefits of the experience of each man trained before him who is now 


applying the formula to build business for his own bank. 





To learn more about this special service for trust business development, 


write for a copy of “Still Growing,” the descriptive folder that tells what 
Kennedy Sinclaire can do for you. Or ask to have a representative call. 
The next Trust Training Class is scheduled for April, so don’t delay. 


KENNEDY SINCLAIRE, INC. 


140 CEDAR STREET, 


NEW YORK 6, N. Y. 








’ Military discharges 
Passports 
Membership certificates 
Certificates of admission 
(profession or trade) 
Social security card 
Receipts 
Property taxes 
(indefinitely ) 
Income taxes (5 years) 
For insurance premiums 
Life (indefinitely) 


a 


4 


Casualty (3 years) 
Hospitalization (current term) 
Cancelled checks for general obligations 


for last 20 years 
Bank deposit books: Current 
Conformed copies of wills not yet effective 
Recorded dispositive documents (deeds) and 
conformed copies of contracts 
Insurance policies 
Diaries and confidential correspondence 
Letters patent 
Insured jewelry 
Abstract of title to real estate not 
by title guarantee policy 


covered 


Title guarantee policy 

Travelers’ checks 

Keys or combinations to safety depisit boxes 

Certificates of title to automobiles 

Savings account passbooks 

Deeds to cemetery lots 

Inventory of chattels ‘(for fire and burglary 
insurance purposes) 


I] UNLOCKED FILES 


Records of ownership of property 
Real estate, legal descriptions 
Dates and serial numbers of bonds, stock 
certificates, etc. 
Cost records: Brokers’ bills ** 
those covering property sold within last 


(including 


5 years) 
Executed dispositive documents 
Fully executed wills and trust indentures 
Fully executed contracts 
Conformed copies of unexecuted dispositive 
documents 
Correspondence concerning purcliases, sales, 
contracts and gifts 
Books of account 
Tax returns 
Income 
Gift 
Personal property 
Estate (where 
source of securi- 
ties) 
Surveys, maps 
Blueprints of buildings owned; house plans 
Continuing analysis of investment portfolio 
Records of insurance policies, etc. 
Physicians’ prescriptions 












**Not required if books of account are adequate 
but convenient as matter of proof. 


IV POCKETBOOK 


Hospital insurance card 

Driver’s license 

Automobile license 

Insurance company’s identification card 
Charge-a-plate 

Tickets and passes 

Currency 


A AA 
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Make Us Your Branch 
In The Philadelphia Banking Area 
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Three buildings house 
Girard Trust facilities 
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The facilities of Girard Trust Company are patterned to fit 
the trust and banking needs of the Philadelphia Area. This 
means that there are definite advantages to you in turning 
to Girard for help and representation in matters of trusts 
and estates within the Philadelphia banking area. We offer 
complete banking and trust services that reflect more than 
a century of experience. 


Girard Trust Company 


BROAD AND CHESTNUT STREETS, PHILADELPHIA 


Member Federal Deposit Insurance Corporation 








TRUST GROWTH CONTINUES 


NEW HIGHS SHOWN IN REPORTS 


EVIEW of the first hundred annual 

reports of trust institutions in the 
United States, Canada, Great Britain 
and Australia shows a continuance of 
the substantial growth in volume and 
gross earnings of trust departments. Of 
the 91 reports received from twenty-one 
States and the District of Columbia, 71 
give information on fiduciary develop- 
ments during 1948. 


While four of these provide only gen- 
eral comments to the effect that this 
business has been “satisfactory” or 
“about the same,” 53 specifically report 
increases in the volume of assets under 
administration, most in substantial 
amount, and 18 marking an all-time 
high, while only two cite a decrease. 


Increase in gross earnings was re- 
ported by 29, against one reporting a 
decline, while seven noted new highs in 
gross. In spite of prevalent increases in 
operating expenses—mainly salaries— 
13 stated that net earnings increased 
during the year, against two specify- 
ing declines. 

The addition of potential business on 
the books—or number of will appoint- 
ments filed—was reported by 16 banks 
as having substantially increased dur- 
ing 1948. Ten institutions gave data on 
their common trust funds, all recording 
growth. For convenience of reference, 
these comments are signaled by an ar- 
row ~. 


Increased use of pension and profit- 
sharing trusts, investment management 
accounts and corporate trusts (only 
three reporting decline in this category ), 
were cited generally, with a number 
remarking prospects for future fiduci- 
ary business as good or excellent. Re- 
vision of fee schedules and renegotia- 
tion of old accounts was frequently re- 
marked as assuring increased earnings 
in the coming years. 


Excerpts from reports of individual 
banks and trust companies follow in 
geographical order, and will be supple- 
mented in the April issue. 


VALLEY NATIONAL BANK, Phoenix: 


The operations of the department for 
the year were satisfactory, both from the 
standpoint of volume of business handled 
and net earnings produced. 
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CALIFORNIA TRUST Co., Los Angeles: 


Net earnings were somewhat below 
those of the previous year because of 
lessened activity in the corporate finance 
and escrow fields and because of lower 
fees from pension and profit-sharing 
trusts. Gross income, particularly in 
Court Trusts, continues satisfactory. 
Trust assets, now at an all-time high, 
have more than doubled during the last 
five years. 


SECURITY-FIRST NATIONAL BANK, Los An- 
geles: 

Assets aggregate in value several hun- 
dreds of millions of dollars. The Depgrt- 
ment showed gratifying growth during 
the past year both in current fee-pro- 
ducing accounts and in the number of 
wills on file. 


UNION BANK & TRusT Co., Los Angeles: 

The earnings of the Trust Department 
for the year 1948 were substantially the 
same as they have been during the past 
few years. 


First NATIONAL TRUST & SAVINGS BANK, 

San Diego: 

Total assets administered have again 
increased. The carrying value of all trust 
accounts is now $31,576,701 divided as 
follows: 


(In thousands of dollars) 


RQ» 
SSF 
SSS 


THe OS ae % q 


x Soa Toren settee SIS 
PPD PPV III 74. 
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Interest and Dividends on Securities 
Interest and Discount on Loans 

All Other Earnings 

Trust Department Income 


Service Charges on Deposit Accounts 


SOURCES OF EARNINGS 


First National Trust & Savings Bank 
San Diego 


Living trusts and trusts under 
will in which the Bank has 
the responsibility of invest- 


ment and management _____ $26,719,243 


Agency accounts in which the 

Bank has full investment 

responsibility .$ 2,224,300 
Depositary and custodian ac- 

counts in which the assets 

are carried at nominal val- 

ues and in which the Bank 

has limited investment re- 

sponsibility _ __$ 1,602,769 
Estates in the process of set- 

tlement in the probate court 


and guardianships . $ 1,030,390 


Total trust assets are divided as fol- 
lows: 
1—Bonds 
2—Common & Preferred 
Stocks - 
3—Real Estate 
4—Real Estate Loans & Sun- 
dries _ a 
5—First National Fund “A” 
(Common Trust Fund) 
6—-Cash 2,751,743 
— One hundred six trusts, ranging in 
value from $706 to $49,000, are now 


wholly invested in our Common Trust 
Fund; 29 trusts are partly invested. 


$ 9,043,152 


15,084,702 
1,402,847 


1,080,121 


2,214,136 


Eight hundred thirty-nine wills in 
which the Bank is named as executor or 
trustee, or both, are now on file in the 
Trust Department. 

The gross earnings for the year were 
$191,828. These exceeded all previous 
years except 1946. 


ANGLO CALIFORNIA NATIONAL BANK, San 

Francisco: 

Our Trust Department has enjoyed a 
consistent growth in volume of business 
and in earnings from year to year, and 
especially so during the past five years. 


WELLS FarGO BANK & UNION TrusT Co., 
San Francisco: 


The satisfactory volume of new bus- 
iness coming into the Trust Department 
during 1948 is indicative of the wide 
use of trust services by individuals of 
large means and small, and by business 
firms. 


First NATIONAL BANK & TruST CO., 
Bridgeport, Conn.: 


Our Trust Department has had a most 
successful year. 
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HARTFORD NATIONAL BANK & TRUST Co.: 


The department continued to make a 
distinct contribution to the earnings of 
the bank and the trend in its assets con- 
tinues upward. During the current year 
there has been added from estates set- 
tled by our bank approximately $5,000,- 
000 to the principal of the funds of which 
it acts as testamentary Trustee. 


AMERICAN SECURITY & TRUST Co., Wash- 

ington, D. C.: 

Our Trust business continued to grow 
showing a gain over the previous year. 
The personal trust division administers 
assets having an approximate value of 
$175,000,000 as compared with around 
$155,000,000 last year. The total value of 
personal trust assets is stated for secur- 
ities, at the approximate market value, 
and for real estate held in the various ac- 
counts, at the assessed value. 


The number of wills filed with us in 
1948, in which the Company is named 
executor, trustee, or both, showed a sat- 
isfactory increase over the total filed in 
the previous year. During the year we 
have had a number of management 
agency accounts placed with us. 


UNION TRuST Co., D. C.: 


During the year our Trust Department 
continued its fine record of performance 
and growth. Its total gross assets at the 
year-end exceeded $56,000,000 compared 
with $52,000,000 at the end of 1947. 


WASHINGTON LOAN & TRUST Co., D.C.: 


The amount of assets administered by 
the Trust Department reached the high- 
est total in our history during 1948. 


First NATIONAL BANK, Orlando, Fla.: 


Our Trust Department continues to 
grow and is now administering accounts 
totaling over $12 million. The number of 
wills on file naming our bank as Execu- 
tor, Trustee or both, is 21 per cent 
greater than a year ago. 


First NATIONAL BANK, Atlanta, Ga.: 


Our Trust Department is ending its 
most successful year. The gross income 
is the largest in its history and more new 
business was secured in the form of ap- 
pointments under wills, agencies and 
trusts, both in volume and amount, than 
in any previous year. 


FULTON NATIONAL BANK, Atlanta, Ga.: 


The Trust Department’s income in 
1948 showed a substantial increase over 
previous years. Due to the use of mod- 
ern equipment, our clerical staff has been 
able to handle efficiently this increased 
volume of business. Plans for develop- 
ment of further new business are show- 
ing excellent results. 


AMERICAN NATIONAL BANK & TRUST Co., 
Chicago: 


Again in 1948, an increasing number of 
our stockholders, depositors, and friends 
have availed themselves of the facilities 
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SOURCES OF GROSS INCOME 


Interest OTHER Loans 


Trust DEPARTMENT 
ComMIssIONs AND Fees 


MISCELLANEOUS EARNINGS 


Reat Estate RENTALS 
AND COMMISSIONS 


INTEREST FROM 
U. S. Securrries 


Interest Rear Estate 


Loans 


INTEREST AND DiviDENDS 
FROM OTHER SECURITIES 


From the report of the American Security & Trust Co., D. C. 


of our Trust Department. More wills, 
under which the bank is named as execu- 
tor or trustee, were placed on file with 
us in 1948 than in any previous year. 


City NATIONAL BANK & TRusT CoO., 

Chicago: 

Active solicitation of new personal 
trust appointments under Will and Trust 
Agreement has brought a large number 
of accounts during the year, which should 
add substantially to future earnings. 


— The Common Trust Fund has fully 
demonstrated its value in administration 


- of small sized trusts. 


CONTINENTAL ILLINOIS NATIONAL BANK 
& Trust Co., Chicago: 


Individuals in increasing number have 
named the Bank as executor and trustee 
under wills and trustee under agree- 
ments. Agency and safekeeping business 
has increased in volume. 


First NATIONAL BANK, Chicago: 


Volume of trust business, personal and 
corporate, continues to increase. Year 
after year, pension and profit sharing 
accounts grow in number and in size. 


Harris TRusT & SAVINGS BANK, Chicago: 


Our Trust Department has completed 
another year of steady growth. Again it 
has maintained its record of many years 
of operating each of its divisions at a 
profit. Our Corporate Trust Division has 
added substantially to the principal 
amount of bonds outstanding under cor- 
porate indentures, showing a net gain of 
22% for the year, and again reaching an 
all-time high. Our -Personal Trust Divi- 
sion has had a substantial growth both in 
the amount of active and potential bus- 
iness placed upon our books. 








AMERICAN NATIONAL BANK, Indianap- 
olis: 

The number of accounts being admin- 
istered by the Trust Department for both 
individuals and corporations continues 
to grow. In 1948, there were lodged with 
us more wills, representing future estate 
business, than in any previous year. 


FLETCHER TRUST Co., Indianapolis: 


Assets of Es- 1947 1948 
tates and 
Trusts $46,182,586 $50,979,024 


Personal Prop- 
erty Held as 
Custodian 

Transfer Agent, 

Registrar and 

Trustee of Cor- 

porate Stock 

and Bond 

Issues _.......... 17,608,872 18,136,108 


BALTIMORE NATIONAL BANK, Md.: 


The continued steady growth of the 
Trust Department in actual operating 
results and the accumulation of potential 
trust business, again emphasizes the 
prominent position this important activ- 
ity of the Bank occupies in the commun- 
ity. 


5,168,053 5,062,566 


DETROIT TRUST Co., Mich.: 


The Trust Department has completed 
a satisfactory year both from the stand- 
point of earnings and volume of bus- 
iness. 


NATIONAL BANK OF DETROIT, Mich.: 


In 1948, the Trust Department experi- 
enced its best year to date, as measured 
by fees earned and also by new corporate 
and personal trust business acquired. We 
were appointed trustee for two large, 
nationally distributed bond issues: a 
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$75,000,000 issue of Michigan Bell Tele- 
phone Company and a $47,000,000 issue 
of The Detroit Edison Company. These 
are the first trusteeships of such size and 
importance to be placed in Detroit. 


MERCANTILE-COMMERCE BANK & TRUST 
Co., St. Louis: 


The Trust Department again had a 
very satisfactory year. A large amount of 
new trust business was developed indi- 
cating continued growth of the depart- 
ment. In 1948, the bank received more 
Probate Court appointments as Executor, 
Administrator and Guardian than in any 
previous year in its history. The year 
1948 also witnessed a substantial increase 
in Managing Agency Accounts. Of the 
wills on file with the Trust Department, 
more were changed since April 1948 than 
in any comparable period in the preced- 
ing years. 


The Corporate Trust Division enjoyed 
a fine year. Municipalities began work on 
long deferred construction, requiring 
funds through the issuance of bonds. 


MONTCLAIR TRusT Co., N. J.: 

At the close of the year we were ad- 
ministering 28 estates. We were also 
concerned in managing 272 personal 
trusts and we had on our books 19 cor- 
porate trusts, 8 guardian accounts and 
127 safekeeping accounts. Of the latter 
24 were also receiving investment super- 
visory service. 


MANUFACTURERS & TRADERS TRUST Co., 
Buffalo: 


The Trust Department has had a busy 
and profitable year. 


MARINE MIDLAND CorpP., Buffalo: 


The Trust Departments of our banks 
have continued to expand and the gross 
earnings in the aggregate showed an in- 
crease during the year. Our Investment 
Management Service Department has 
shown steady progress. The number of 
customers served, both individual and in- 
stitutional (such as trustees, insurance 
companies, pension funds and colleges), 
continues to increase and the outlook 
seems favorable for further growth. 


MouNT VERNON Trust Co., N. Y.: 


The year’s gross earnings of our Trust 
Department were satisfactory in that 
they were maintained at a level equal 
to our average yearly earnings over the 
period of the past ten years. 

New business for the year placed on 
our books, in this department, amounted 
to $199,940; and, at the same time, we 
completed our work on (and distributed) 
$202,322. 


First NATIONAL BANK, New Rochelle: 

Trust Department fees amounted to 
$41,232 in 1948. The outlook for the con- 
tinued growth of our trust activities is 
excellent. 





SCUDDER ‘ 


STEVENS 
& CLARK 


FUND), Inc. 


Prospectus on Request 


The price is 
just the net 
asset value 


BANK OF THE MANHATTAN Co., N. Y.: 


Commissions and fees, which are de. 
rived from personal and corporate trusts, 
commercial credits and service charges, 
are expected to reach $3,450,000 as 
against $2,875,000 the year previous. 


CHASE NATIONAL BANK, N. Y.: 


Trust services are being utilized by 
an increasing number of individuals and 
business organizations, as well as char. 
itable, religious and educational institu- 
tions. Gross income increased over 1947 
and at the same time, through econ- 
omies, operating expenses were reduced. 


CHEMICAL BANK & TrRusT Co., N. Y.: 


Although, under the terms of the agree- 
ment with Continental Bank & Trust Co., 


Chemical did not automatically become 
. successor fiduciary, nevertheless, we have 


succeeded to a number of the trust ap- 
pointments and we expect to receive 
further business from this source for our 
Trust Department. Our Personal Trust 
Department has continued to expand its 
specialized services as executor. The Cor- 
porate Trust Department has continued 
its active and profitable operations 
throughout the year. 


City BANK FARMERS TrRusT Co., N. Y.: 


The Trust Company’s net current oper- 
ating earnings for the year amounted to 
$1,442,682 as against $1,075,843 in 1947. 


(Continued on page 172) 





10 POST OFFICE SQUARE + BOSTON 9, MASSACHUSETTS 


TRUSTS AND ESTATES 









Profits Produce J obs and Goods 
At Johns-Manville 
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ie 1948—the 90th anniversary year of our business That’s why adequate profits—the cake of yeast 
ed by —Johns-Manville sold $1734 million of goods to necessary to make a capitalistic loaf of bread—are so 
a. the industries and the public of the United States, important to the present and future stability of the 
char- . ; “8 : sas ; ae te 
ra Canada and other countries. bis country and to every man, woman and child in it. 
1947 The company made a profit of $1514 million. Both 
econ- sales and profits were the highest in our history. Stockholders Benefit 
duced, The average J-M employee received about $3,300 in : ; PET ae 
oe 1948 as compared with about $1,700 in pre-war year For 1940 stockholders received $274 million in divi- 
, 1940—nearly twice as much. dends—about 487% of earnings. For 1948 they received 
ae $6 million which was 39% of earnings. 
= Higher Payrolis Thus plowed-back earnings, like good fertilizer on 
» have good soil, create enlarged crops of new jobs for new 
st ap- P ayrolls in 1948 amounted to $66 million or 38 generations of workers, more goods for industry and 
eceive cents in each dollar of sales compared with $2014 mil- the public and more dividends for stockholders. 
or our lion in 1940 or 3244 cents. 
Trust ‘ rT 

i axes 

S| 68,000 New Jobs 
: , r . . -M i *g xX 3 illi . 
tinued We had 8,000 more employees in 1948 than in 1940 I m ee ry cb were $476 milion 
me bringing total employment to 20,000 men and women. _ ot Rite idee 

American capitalism made these new jobs possible. 
_¥.: . ea J-M’s Annual Statement 
ae es Capital Investment Doubled Here are the highlights of Johns-Manville’s annual 

ta o* 

1947. Much of the difference in sales, payroll and profits statement for the year 1948: 


since 1940 is due to capital invested. TOTAL INCOME..................$173% million 


Since V-J Day, Johns-Manville has spent more than For all costs (except as shown below). .$ 7914 million 
$50 million on new plants and other expansion pro- To employees for salaries & wages... .$ 66 million 
jects, improvements and cost reduction measures. In To government teat $ 1234 million 
the last ten years we have doubled our capital invested To stockholders in dividends........: $ 6. million 
in the business. Our capacity to produce has been Ratevested in thw hacieess. ... 2... $ 914 million 
greatly increased. 

This capital came in part from the 11,800 stock- EARNINGS AFTER TAXES were $5.22 per 
holders from all walks of life who have invested their share of common stock. 


savings in Johns-Manville; in part from depreciation; 
in part from money borrowed from insurance com- 
panies (representing savings of the people invested in 


TAXES were equivalent to $4.35 per share 
of common stock. 


insurance policies), and in part from profits put back Z 7 i 
into the business. We in Johns-Manville are proud of our record of 
service to the public during our 90 years in business. 
Profits are Necessary We pledge our every effort to continue to be alert to 
the needs of our customers, our employees and our 


Profits in 1948 amounted to 8°49 cents in each dollar 
of sales. In 1940 they were 91% cents in each dollar 


of sales. 
Profits provide dividends. Dividends help create J - 


yings. Savings « industry's llars_rein- > 
savings. Savings and industry s profit do ars re Chairman effi Mound 
vested in plants and equipment produce new jobs as : 
Johns-Manville Corporation 
well as more goods. 
In 1948 Johns-Manville invested about three-fifths 
of its profits to create more jobs in the company and 


stockholders. 


*Those desiring more complete information should refer to a book- 

; let containing the formal Annual Report to Stockholders which . 
to produce more goods needed by industry and the we will be glad to furnish on request. Address: Johns-Manwville 
public. Corporation, 22 East 40th Street, New York 16, N. Y. 
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Stock Yield in 1948 
The median yield of all 883 dividend- 


paying common stocks listed on the 
New York Stock Exchange was 7.8% 
at the end of 1948. Only nine issues had 
a yield of less than 2%, while 89 pro- 
vided 12% and over. At the end of 
the year 89% of the total of 986 com- 
mon stocks listed on the Exchange were 
paying dividends, compared with 69% 
in April 1941, when business began to 
feel the impact of war activity. 


Total dividend disbursements on 
listed common stocks were $3,806,015,- 
000 in 1948; even in the worst year of 
the 1930’s they were over $1 billion. 
There are 81 companies which have 
made cash dividend payments for more 
than forty consecutive years, beginning 
with Pennsylvania Railroad Co. in 1848, 
and including 43 which have paid each 
year for half a century or more. 


Analysis of dividend payments on 
preferred issues shows that all the 410 
listed on the New York Stock Exchange 
were yielding three per cent or more 
at the end of 1948, with cash payments 
for the year totalling $414,071,000. 
Nearly half the issues were selling on a 
yield basis of from four to seven per 
cent, with 24 over nine per cent, and 
only 54 below four. 


Bond Yield Record 

A comparison of present yields with 
those of a few years ago shows the ex- 
tent to which income from investment 
in high-grade bonds has declined both 
in dollars and in purchasing power. In 
December of 1948 the monthly average 
yield from corporate bonds (Moody’s 
index) was 3.1%; in 1929 it was 5.2%. 
In the same period, the average yield 
on U. S. Treasury bonds declined from 
3.6% to 2.4%. 

Translating the record into terms of 
purchasing power, the $100,000 invest- 
ment in high-grade bonds that produced 
$5,000 income in 1934 provided less in- 
come in every succeeding year but one, 
until by 1949, it was producing only 
a little over $1,600 income as measured 
by the purchasing power of 1934 dollars. 






NEWS NOTES... 


Changing Partners 


Marriage and divorce statistics re- 
leased by the Bureau of Census disclose 
that about 5,900,000 people change 
their marital status each year. Almost 
a million men and women were divorced 
in the year 1947 alone—the latest year 
for which data are available. A report 
just made by the Bureau further indi- 
cates that one out of eight married per- 
sons has been married more than once. 


Thus, in millions of instances each 
year, both financial responsibilities and 
intentions undergo a major change. 
For people with property or prospects, 
the protection of a well-planned will or 
estate program is as essential to one 
partner as to the other, and is called 
for coincidentally with marriage, and 
always subject to reconsideration upon 
divorce or the birth of a child. 


In some cases the provisions of the 
law may be appropriate to the wishes 
and the needs of a family, but usually 
only a few people outside of trustmen, 
estate attorneys and students of insur- 
ance or law, have any clear view of the 
statutes governing distribution of their 
estate or their possible effects. The 
above statistics indicate how often it 
may be necessary to review even 
“tailor-made” wills, trust agreements 
and insurance policies. 


A A-S 


Lowest Income Group Halved 


Figures compiled by the U. S. Bu- 
reau of the Census on the general up- 
trend in incomes since prewar show far- 
reaching changes in the earnings of 
families and individuals primarily de- 
pendent on wages and salaries for their 


livelihood. 


Only 30 per cent of these households 
now have incomes of under $2,000 a 
year as against more than 75 per cent 
with such incomes in 1939. 


Nearly half of all these households 
are in the $3,000 and over income 
bracket as against less than 10 per cent 


in 1939, 


About 4°34 million households have 
an income of $5,000 a year or over, 
mostly from wages and salaries, as 


against 600,000 in 1939. 


Major factors responsible for these 
big changes in earnings were the great 





rise in wage and salary rates, much 
steadier employment and the increase in 
the number of family members work. 
ing. 








Taking all wage and salary workers, 
the Census Bureau found that the 
groups median income more than 
doubled, rising from $1,231 in 1939 to 
$2,854 in 1947. 











Common Fund Investments 

The recent A.B.A. Common Trust 
Fund Committee survey discloses the 
following diversity, by types of invest- 
ments, for the 43 reporting funds: 







Cash, U. S. Governments & 








Municipals __. 37.1 
Utilities 13.4 
Railroads 5.6 
Industrials 38.5 
Financials 3.6 
F.H.A. Mortgages 18 
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Public Relations A.ILB. Theme 


Public speaking contests within 
American Institute of Banking chapters 
looking toward participation in the Na- 
tional Public Speaking Contest for the 
A. P. Giannini Educational Endowment 
Prizes at the A.I.B. Convention in Port- 
land, Oregon, next May will revolve 
around the general theme of Public Re- 
lations. 












These contests have been held annu- 
ally since A. P. Giannini, then president 
and now founder-chairman of the Bank 
of America N.T. & S.A., presented $15,- 
000 to the A.I.B. as an educational en- 
dowment in 1926. The gift was made 
to stimulate research in the field of 
banking and development of the ability 
in bank people to interpret banking to 
the public. 

The primary objectives of the contest, 
as set forth in the original trust inden- 
ture, are: (1) to improve the practices, 
broaden the purposes, and increase the 
usefulness of banking as an institution 
by stimulating research in the field of 
banking and economics; and 2) to ob- 
tain a better public understanding of the 
relation of banking to other human 
activities and interests by stimulating 
public discussion of subjects related to 
banking. 
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FORMULA PLAN FOR TRUSTS 


ADJUSTMENT POLICY IN 


COMPOSITE AND LARGE ACCOUNTS 


MAURICE JAMES 


Vice-President & Trust Officer, First National Trust & Savings Bank, San Diego, Cal. 


INCE the establishment of our 

Common Trust Fund, July 1, 1942, 
we have often wondered how we were 
able to operate so long without one. 
Every indication points to the fact that 
the beneficiaries share this attitude. 


After the December 1937 amendment 
to Reguluation “F”, our Trust Depart- 
ment started campaigns of self-educa- 
tion as well as conversion of our Board 
of Directors to the many advantages, 
both to the beneficiary and fiduciary, 
in the operation of a Common Trust 
Fund. California not having a Common 
Fund Statute, it was suggested to at- 
torneys that they incorporate in wills 
and trust agreements specific power to 
invest in participations in any Common 


Trust Fund. 


We polled a considerable number 
of trustors of trusts eligible for admis- 
sion to a Common Fund if established 
and found to our surprise that all but 
two evidenced a willingness, even a de- 
sire, to see their trusts pooled with 
others in such a Fund. This favorable 
reception was due, no doubt, to the 
recognition that greater diversification 
and somewhat larger yields could thus 
be accomplished. We suspect also that 
the average trustor, whose account was 
invested in senior securities, was dis- 
posed toward a reasonable commitment 
in a group of common stocks. Our Fund 
continued for five years to be contrac- 
tual until the Common Fund Statute was 
passed in California in 1947, 


Judicial View 


For many years Judge Lawrence 
Turrentine, the Probate Judge in San 
Diego County during 1942, had voiced 
great interest in the cost of performing 
trust service and a desire to fix fees of 
trustees on their records as stewards. 
(The California Code fixes no rate of 
compensation for testamentary trusts 
and, therefore, compensation is deter- 
mined by the Probate Judge in each 
county.) With the hope of establishing 
a basic rate of compensation in trusts 
under wills representatives of all the 
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banks, certain attorneys specializing in 
estate matters, met with Judge Turren- 
tine. The outcome was the adoption in 
January 1943 of Rule V, by the Superi- 
or Court Judges of San Diego County. 
The portion of this Rule covering an- 
nual compensation of trustees is as fol- 
lows: 


“The Trustee of a Testamentary 
Trust, or if there be more than one, 
the Trustees collectively, shall be 
allowed a reasonable yearly compensa- 
tion for the usual and ordinary services 
of such Trusteeship. The rate of 34 of 
1% per annum of the reasonable value 
of the corpus of the trust estate at the 
time such compensation is taken, or 
15% of the net income collected from 
the trust estate during the period for 
which the services were rendered, which- 
ever is the lesser, shall ordinarily be 


Lael 


deemed a _ reasonable compensation, 
subject, however, in the Court’s discre- 
tion either to increase or reduce such 
compensation, depending upon the 
work performed, the responsibility as- 
sumed, the results accomplished and 
other factors.” 

We started our Fund July 1, 1942 with 
36 trust accounts and an aggregate val- 
uation of $263,800. As of December 31, 
1948 the appraised value of the Fund 
was $2,331,133. 106 trusts ranging in 
value from $692. to $49,287. are now 
wholly invested in the Fund, and 29 
others partly so invested. 


Controlling Equity Ratios 


At the end of the first year of opera- 
tion the value of the units had increased 
16.7%. It is hard enough to maintain 
the value of the principal and we ac- 
cepted the appreciation in the book 


: 


it 





TRUST DEPARTMENT HOLDS ESTATE SEMINAR 


Some of the more than 100 local attorneys, life underwriters and other guests at- 
tending the annual Estate and Tax Seminar sponsored recently by the First National 
Bank of New Rochelle, N. Y. The four-hour program held in the lobby of the bank 
under the auspices of the trust department featured prominent speakers on the Federal 
Income Tax, Estate Planning and Will Drafting. Joseph Cummings, head of the trust 
department, is shown nearest one_of the speakers, Elmer Fingar, clerk of the Westchester 
County Surrogate’s Court. Introduced by President Ernest Watson, the speakers gave 
examples of estate planning needs and oversights, cited the effects of the second tax 
under marital deductions, of joint property, powers of appointment, etc. The talks culmin- 
ated in a social hour at which were introduced the bank’s directors and officers as well 


as the president of the local Bar Association. 
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value more as a result of the time at 
which the fund was established, than 
any evidence of prophetic power. As a 
matter of investment policy we decided 
to limit the total market value of com- 
mon stocks in the fund to 33-14%. If 
the market value rises we sell enough 
to “cut back” the total to 33-14% and 
if stocks in the future depreciate, we 
shall buy enough to increase the total 
market value to 33-14%. 

For many years the propriety of 
equity investments and the balance be- 
tween common stocks and senior secur- 
ities for discretionary trusts occasioned 
heated debates in our Board of Direc- 
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tors. From 1930 to 1940 we purchased 
common stocks usually with proceeds 
of other commons to reducue over-com- 
mitments, to improve quality, or for 
other reasons. Occasionally, commons 
were purchased with cash or the pro- 
ceeds of senior securities in trusts that 
theretofore had not owned equities. Be- 
ginning with 1934 the Bank Examiner 
commented on these somewhat limited 
purchases of commons as a departure 
from usual fiduciary practices. These 
comments naturally had repercussions 
in our Board of Directors and placed 
the Trust Investment Committee and the 
Department on the defensive. After the 
1938 Examiner’s report, which strongly 
questioned our policy of common stock 
purchases in any trust, we wrote to a 
number of the leading trust institutions 
as to their policies in full discretionary 
accounts. The banks on the Pacific 
Coast, with no important exceptions re- 
fused to purchase common stocks ex- 
cept in consultant accounts where the fi- 
duciary was acquitted of any responsi- 
bility. In the East and Middle West, in 
trusts ‘clearly containing the power, 
banks generally were willing to buy or 
hold common stocks from 20% to 40% 
of each account with the usual proviso 
that this practice obtained only in 
trusts in excess of $50,000. We decided 
that 25% represented a conservative 
commitment in commons in larger 
trusts and fixed this as our objective 
generally, though as time went on most 
of the larger accounts were permitted 
to exceed that percentage. 


In 1943, shortly before adoption of 
the Prudent Man Rule in California, 
we wrote the same banks and with 
the exception of the Pacific Coast, 
where no change of attitude was evi- 
dent, other sections of the country in- 
dicated an increasingly liberal policy. 
The average limitation at that time ran 
about 33%, though none of the insti- 
tutions questioned undertook a formula 
program, nor did any employ any uni- 
form “chip-off” for all trusts whenever 
the maximum percentage of commons 
was exceeded. 


Operation of Percentages 


Having in mind that the average 
common stock commitments which in- 
stitutions having such a policy would 
make, we fixed 33-14% as the constant 
percentage of equities to be held in 
our Common Trust Fund. This policy 
has remained the same for the six and 
one-half years of its operation. After 
establishment of the Fund (July 1, 
1942) the steady increase in market 


values of commons required cut-backs 
for sixteen consecutive quarters and it 
was not until the Fall of 1946 that this 
process of “chipping-off” commons was 
reversed because of declines in the 
stock market and equities were pur- 
chased to raise the percentage to 33. 
14%. This change demonstrated once 
again the fallibility of the corporate 
trustee and that “the capital is always 
at hazard.” 


The steady rise in the stock market 
by 1945 began to push common stock 
values in our medium and larger sized 
trusts substantially above amounts that 
we had formerly deemed proper and in 
most cases well beyond the maximum 
40% we had been willing to purchase. 
However, with the Dow-Jones Industrial 
Averages at 150 or higher, we adopted 
a policy limiting commons in all trusts 
to 40% of the account except in rare 
cases involving liquidations of larger 
blocks of either close corporation or 
market stocks. The sole exception to a 
uniform “chip-off’ to 40% still is in 
the few trusts where control rests with 
others than the fiduciary and where a 
written direction required a deviation. 


Advantages Predominate 


Since 1945, with the exception noted, 
40% has not only been the ceiling but 
the floor for commons in all trusts over 
$50,000. When the Dow-Jones Indus- 
trial Averages pushed to 200 in the 
spring of 1946, we decided to reduce 
the commons in all trusts to 35% when- 
ever these averages exceeded 200 and to 
increase to 40% when the Dow-Jones 
Averages were between 150 and 200. 


As a corollary, in full discretion ac- 
counts, within a reasonable time of the 
first review we eliminate all securities 
not on our guidance list unless the 
trustor in a living trust directs us in 
writing to retain particular securities. 


It has been our experience that the 
40-60 split between equities and senior 
securities appeals to the vast majority 
of persons establishing either trusts or 
full management agency accounts, even 
though this is the customer’s first ex- 
perience with a balanced portfolio. 


The foregoing is admittedly a 
rather simple formula investment pro- 
gram but with the exceptions noted it 
has been applied to all our trusts con- 
sistently for almost four years. It 
has the unanimous and hearty approval 
of our Trust Investment Committee, 
and it has served as a restraining in- 
fluence on the Committee both in times 
of market optimism and pessimism. 
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Common Trust Fund 
Progress 


NDER the able leadership of A. 

W. Whittlesey, vice president of 
Pennsylvania Company for Banking and 
Trusts, Philadelphia, the capacity at- 
tendance of over 150 at the ‘shop-talk’ 
session on common trust funds at the 
A.B.A. Mid-Winter Trust Conference 
last month heard a first-hand “report 
of condition” and discuussion of opera- 
ting problems. The consensus of those 
from banks operating such funds indi- 
cated most favorable results. 


Panel participants included William 
E. Anderson, vice president and trust 
officer, Central Trust Company, Cincin- 
nati; Maurice James, vice president and 
trust officer, First National Trust and 
Savings Bank, San Diego; Baldwin 
Maull, vice president, Marine Midland 
Trust Company, New York; Floyd O. 
Shelton, vice presideat and trust officer, 
Fort Worth (Tex.) National Bank; and 
Charles F. Zukoski, Jr., vice president 
and trust officer, First National Bank, 
Birmingham. 

Discretionary funds administered in 
forty-three of the fifty-three institutions* 
covered in the survey by the Trust Di- 
vision’s Committee, of which Mr. Whitt- 
lesey is chairman, had a total of over 
$316,266,000. of invested assets, with 
18,690 participating accounts, the aver- 
age size thus being $17,000, according 
to Mr. Shelton. The largest fund re- 
ported was over $42 million, and the 
smailest $464,000. Thirty states now 
have enabling legislation or court de- 
cisions providing for such funds. 


Investments 


Reporting the investment of these 
funds, Mr. Zukoski remarked that the 
executive committee has been favorable 
to revealing composite figures, but 
warned against competitive dangers of 
publicity on individual funds. The sur- 
vey showed the following diversifica- 
tion, averaged for the forty-three funds: 


Per cent 
Bonds & Cash ~ 48.5 
Preferreds 15.5 
Commons : 34.2 
F.H.A. Mortgages - ree 18 


Increase of the present Federal limit- 
ation of $50,000 per trust participant 





*See the new Directory of Trust Institutions for 
the expanded list of banks now operating Common 
Trust Funds. 
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was not considered imperative by the 
majority at this time, according to Mr. 
Anderson, although 17 respondents 
favored raising the limit to $100,000 
and several others thought this might 
become desirable. It was the consensus 
that present publicity restrictions need 
no relaxing, allowing for notification of 
establishment and subsequent citation 
as a means of servicing smaller bona- 
fide trust accounts, as well as summary 
in the annual reports distributed to 
stockholders. 


Indicative of the potential market 
for common funds, Mr. Anderson point- 
ed to the total of $70 billion in savings 
banks and savings bonds and the bil- 
lions in insurance options. 


Legal, Aspects 
On legal aspects, Mr. Maull cited the 


recent court decision holding that amor- 
tization in the fund was not necessary, 
which removed the impediment to par- 
ticipation by trusts otherwise requiring 
it. He also noted that government bonds 
can be transferred from individual ac- 
counts at par. The question of clear- 
ance of accountings by published notice 
is now pending in the New York courts 
and favorable decision should open the 
way to establishment of many new 
funds. Reference was made to the pro- 
vision in the proposed Federal tax bill 
to allow future interest accumulations 
via the Common Fund. 


Commenting on the partly taxable 
position of investments in companies 
with wasting assets or liquidating divi- 
dends, Mr. James held such securities 
are not appropriate. On the question of 
guardian accounts, it was deemed logi- 
cal to invest in “legal” funds or by 
court approval in “legal-list” states. Mr. 
James summed up the consensus that, 
contrary to the impression of many, 
no basic disadvantages obtained in the 
operation of Common Funds, and their 
wide development is certain. 


| Se eee 
Questions on 
Employees’ Trusts 
OMPENSATION for acting as trus- 


tee under pension and profit shar- 
ing plans seems to be the subject of 
most concern to trust institutions, judg- 
ing from the number of questions sub- 
mitted to the Shop Talk Session on Em- 
ployees’ Trusts, held at the A. B. A. 








CONVENTION SHOP TALK SESSIONS 


Mid-Winter Trust Conference in New 
York last month. Carlysle A. Bethel, who 
presided as chairman of the Trust Di- 
vision’s committee of that title, referred 
the inquirers to the committee’s report 
on the subject. Mr. Bethel is vice presi- 
dent and trust officer of Wachovia Bank 
and Trust Company, Winston-Salem. 


Questions on trends in employee ben- 
efit plans were addressed to panel mem- 
ber Ernest L. Colegrove, second vice 
president of Guaranty Trust Company 
of New York, who reported on the an- 
alysis of 265 plans adopted from 1943 
through 1948: 


Employee contributions: 50% of all 
plans were non-contributory, the annual 
percentages being 85, 57, 40, 50, 28 and 
4A, 

Vesting of benefits prior to retire- 
ment: There is no trend toward earlier 
vesting of benefits. In 1948, 75% of the 
plans adopted did not provide for vest- 
ing prior to retirement, whereas in 1947 
the figure was 62% and in 1946 it was 
71%. It is believed that earlier vesting 
is more common under individual in- 
surance contract plans than under self 
administered trusteed plans, primarily 
to avoid undue loss under the policies. 


Death benefits: 78% of the plans 
adopted in 1948 provided for no other 
death benefits than the return of the un- 
expended contributions of the employee. 


Broader coverage: In 1948, 72% of 
the plans covered all employees, 25% 
included all salaried employees, while 
only 3% were so-called excess plans, 
confined to employees earning over 
$3,000. In 1946 and 1947, the compar- 
able figures were 79, 14 and 7, while for 
the three years 1943-5 they were 64, 18 
and 18. 


Insured vs. trusteed plans: In 1948, 
70% of the plans examined were trus- 
teed while the remaining 30% were 
group annuity plans. In 1946, the ratio 
was about the same — 71 to 29, but in 
the intervening year of 1947 only 48% 
were of the trusteed variety. 


To cover the numerous questions con- 
cerning investment policy, the results 
of a survey of 16 trust companies ad- 
ministering. 53 pension and 47 profit- 
sharing plans were reported by Francis 
J. Amer, vice president of The National 
City Bank of Cleveland. With respect 
to pension plans, it was revealed that 
90% of the funds were invested in 
bonds (46% in U. S. Governments, in- 
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duding 21% in Savings Bonds, and 
44% in corporates) while preferred 
stocks accounted for 3%, commons 6% 
and miscellaneous 1%. 

The profit-sharing trusts had 58% in 
bonds (44% Governments, 14% corpo- 
rate), 8% in preferreds (including 4% 
of the stock of the employer corpora- 
tion) and 28% in commons (including 
16% in the stock of the employer). 


Termination Problems 


The problems confronting the trustee 
on termination of a pension plan were 
outlined by Denis B. Maduro, New York 
attorney, as follows: 

1. Termination documents must con- 

form to plan 

2. Termination rights of present and 

retired employees must be de- 
termined 

3. The income tax status of the trust 

for prior and future years must 
be ascertained and a ruling ob- 
tained if possible 

4. An immediate accounting must be 

considered 

5. Future accounting must be borne 
in mind if the trust (as distingu- 
ished from the plan) continues 

6. What is 
problem? 


the future investment 


~ 


. Proper releases should be obtained 
for future distributions 


8. If the trust also terminates and 
outright distribution is made to 
the employees, social security de- 
ductions should be retained 


9. The source of the trustee’s and 
attorney's compensation and ex- 
penses should be determined 


10. A plan should be amended to pro- 
vide, if it does not already do so, 
for continuance of the pension 
committee after termination of the 


plan. 


G. Warfield Hobbs, III, vice presi- 
dent of City Bank Farmers Trust Com- 
pany, New York, described the pro- 
cedure used in his institution for valua- 
tion of the individual pension accounts, 
stating that this is largely subject to 
the direction of the employer. 

Fred McKenzie, assistant vice presi- 
dent of Central Hanover Bank and Trust 
Company, New York, expressed the 
opinion, in response to a question, that 
increased social security benefits would 
not seriously deter the creation of new 
pension plans. Rather, he indicated that 
such a development might even stimu- 
late their adoption. 


AAA 
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Investing Trust Funds 


HE shop talk session on trust in- 

vestments, at the A.B.A. Mid-Win- 
ter Trust Conference last month, was 
the largest attended of the four similar 
meetings.* Conducted by Richard P. 
Chapman, executive vice president of 
the Merchants National Bank, Boston, 
the discussion was stimulated by a se- 
ries of questions previously submitted 
to Mr. Chapman for discussion by 
members of the panel, among whom 


*The session on Smaller Trust Departments will 
be the subject of a series of articles in subsequent 
issues. 


—— 


at their disposal. 





were T. F. Mullens, vice president, Se- 
curity-First National Bank of Los An- 
geles, Roderick Mc Rae, vice president, 
Bank of New York and Fifth Avenue 
Bank, and J. Van Dyke Norman, Jr., 
vice president, Kentucky Trust Com- 
pany, Louisville. 

The use of preferred stocks in pen- 
sion trusts was discussed. After com- 
ments both pro and con had been heard, 
the question was referred to the audi- 
ence who indicated no preponderance 
of opinion either way. 

After an affirmative opinion from the 
panel on the question of whether or 
not a trustee with discretionary powers 
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should buy municipal revenue issues, 
the use of investment company shares 
was discussed. Many of those present 
felt that the shares represented an ex- 
cellent method of getting adequate di- 
versification in smaller accounts. 


Mr. Chapman opposed their use gen- 
erally on the grounds that if the in- 
vestment officer were to go over the port- 
folio of such a company, he would prob- 
ably find individual stocks that he did 
not consider sound and would not pur- 
chase. Also he felt that the management 
ofa fund was too fluid and could 
change much too fast, leaving the 


We invite 








shareholders with a substantially differ- 
ent group directing investment. 

Of considerable interest to the trust- 
men was a discussion on the holding 
of bank stock in a trust portfolio, par- 
ticularly when the securities are those 
of the trustee bank or a competitor. 
Should such securities be received from 
the testator or be mentioned in the 
instrument, the panel felt that they 
could be retained. However, among the 
risks associated with retention is a 
considerable buurden of proof that the 
move was a prudent one. 


Likewise, it was pointed out that the 
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market for the shares of a small bank is 
extremely limited, which tends to com. 
plicate their disposition should the 
bank’s outlook change or the necessity 
for quick liquidation arise. The group 
felt that they would probably dispose 
of either own bank or competitor se. 
curities promptly unless the current 
prices were unduly depressed or the 
prospects particularly good. 

The question of whether to buy stocks 
in the present market also aroused con- 
siderable interest. The majority of par- 
ticipants said that they were not in- 
creasing the amount of either common 
or preferred shares in old accounts de- 
liberately, but were buying moderately 
for new ones. 

It was felt that high grade pre 
ferreds were better investments than 
many of the medium bonds. This is 
particularly true in the case of widows 
and minor beneficiaries where the in- 
strument foresees inadequate income 
and provides for invasion of principal. 

Among the commons discussed as 
better-than-average investments today 
were: fire insurance, metal containers, 
bank, public utilities and oils. Natural 


gas shares were also considered. The. 


panel discussed the relative merits of 
those companies having gas in the 
ground as opposed to those having 
only a pipeline operation. It was sug: 
gested that reserves be carefully 
checked before purchase of shares in 
a producing gas company, and that con- 
sideration be given to many of the oil 
companies whose gas reserves are great: 
ly discounted in the present market. 

An “approved list” method of invest- 
ment was thought to be good in the 
larger departments, but not in a smaller 
department. The primary use of such 
a list should be for expediting purposes 
only and not as a substitute for inde- 
pendent investigation. 

The panel recommended that the 
smaller department avail itself of the 
excellent research facilities of good ir- 
vestment houses in addition to the reg: 
ular sources of information, pointin} 
out that because these houses are spt 
cialists in certain securities and mait- 
tain markets in lesser traded issues, the/ 
are the best source available. 

The use of a nominee for all fiduc: 
ary activity in a department of tet 
million or over was stated to be desir 
able from an investment standpoint, but 
a practice that was often objected to by 
the transfer agents for many corpora 
tions. 
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oa is being made SAVER 


nvest- 


n the @ A light-reflecting concrete curb, pioneered by Universal 
maller Atlas Cement Company—a member of the United States 
such Steel family—is helping to make night driving safer. 
rposes Made of corrugated white cement which reflects head- 
inde- light rays back to the driver and clearly illuminates the 
edges of the pavement with a continuous, warning ribbon 
_< of light, this boon to night drivers is currently being used 
as a safety guide in many states. 
of the For over fifty years, Universal Atlas has been a leader in 
od it: improving cement and increasing its usefulness. Helping to 
e reg supply this material which is important to building a 
inting greater and stronger America is the job of this member of 
e spt the industrial family that serves the nation—United States 
mait- Steel. 
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CAPITAL GAIN DISTRIBUTIONS 


Principal or Income? 


HE decision in Estate of Byrne* 

seems to violate both common sense 
and settled law. Because the establish- 
ment of the Byrne case doctrine is cer- 
tain to have harmful effects in the fidu- 
ciary field, all possible steps should be 
taken, as soon as may be, to nullify its 
effect. 

Helen MacGregor Byrne died in 
1945, leaving a will in which she set 
up residuary trusts. Her fiduciaries were 
liberated from the restrictions of the 
legal list of investments and were given 
full powers of retention. She owned, at 
the time of her death, 1,800 shares of 
Lehman Corporation and 5,200 shares 
of General American Investors, Inc., 
two well known, reputable, investment 
companies. Distributions were paid by 
these entities to the Byrne fiduciaries 
from time to time, some on account of 
investment income, i.e., income from 
dividends and interest on the securities 
owned, some on account of amounts 
realized from capital gains. 

The question before Surrogate Collins 
was whether these receipts were to be 
credited wholly to income, or partly to 
income and partly to principal. To put 
it another way, the issue was whether 
distributions received by the fiduciaries 
and known by them to be composed of 
the proceeds of realized capital gains 
were principal or income. Surrogate 
Collins decided, in a remarkably per- 
functory manner, that such distribu- 
tions were income. 


Plainly Wrong 


That this decision violates the pre- 
cepts of common sense is apparent 
when one considers the following facts: 


1. When a capital gain is realized in 
a managed investment portfolio, it is 
rudimentary that a capital item has in 
fact been disposed of. If the proceeds 
are then distributed the capital is neces- 
sarily reduced. No amount of refined 


*This case, decided by Surrogate Collins of New 
York County, was first reported in the New York 
Law Journal for January 19, 1948. It has now been 
listed as a significant trust decision in the annual 
report of the Committee on Trust and Probate De- 
cisions of the American Bar Association Section of 
Real Property, Probate and Trust Law. 
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MAYO A. SHATTUCK 


Haussermann, Davison & Shattuck, Boston 


dissertation can change that fundamen- 
tal fact. To say that selling forty acres 
out of four hundred and receiving the 
proceeds is the same as receiving the 
yield from that forty acres is plainly 
nonsense. 


2. If every time a sale is made at a 
profit the proceeds must be distributed 
(as is required by federal tax regula- 
tions of investment companies and in- 
vestment trusts for qualification as reg- 
ulated investment companies) then in 
the progress of time the capital must 
face depletion and waste, for losses will 
certainly predominate in some years 
and gains will inevitably be dissipated. 
It must follow that if capital gain dis- 
tributions are received and distributed 
as income by the fiduciary recipient, the 
principal beneficiary is bound to suffer. 


3. True accretions to capital belong 
to the remainderman under every known 
rule of fiduciary accounting; conversely 
true deductions from capital are to be 
debited to him. The mere fact that capi- 
tal gains are taxable as “income” is 
nothing more than a matter of social 
policy; and even the social policy re- 
flected in the tax laws draws a distinc- 
tion between investment income and cap- 
ital gain, and taxes each on a different 
basis; moreover, if such taxes are paid 
they are invariably taken from princi- 
pal. If, as is the fact, a fiduciary parti- 
cipation in an investment company or 
an investment trust is nothing more 
than a fractional ownership in a pro- 
fessionally managed securities portfolio 
of diversified nature, then it seems 
clear that the fiduciary should conduct 
his accounting procedures as he would 
in respect of his own trust assets. He 
ought not to pay a capital gain to the 
income beneficiary. If he were selling 
his own trust assets at a profit he would 
never think of giving the profit to the 
income beneficiary. If that is so he had 
better not distribute a receipt which is 
clearly designated “capital gain” to the 
income beneficiary. 

4. If there is any doubt about a 
question like this the fiduciary has only 
one sensible course of conduct. He had 


better purchase only those shares of in- 
vestment companies or investment trusts 
which do clearly indicate which of their 
distributions are investment income and 
which are distributions of capital gains 
and do not commingle them in a con- 
fusing manner. If the fiduciary wishes 
to protect himself, he had better allo- 
cate all capital gain receipts to princi- 
pal. If he allocates such a receipt to in- 
come and pays it out he will be unlikely 
to get it back. Once spent it is difficult 
to recover. If he credits it to principal 
and someone objects he at least has it 
on hand subject to allocation after de- 
cision. 


Upsets Established Law 


While problems of allocation as be- 
tween principal and income are notori- 
ously difficult, and particularly so in 
New York, there are certain general 
rules of fiduciary management (as con- 
trasted with speculative trading) which 
are common to all jurisdictions and 
which provide a ready answer to this 
specific question. The Byrne case vio- 
lates these established principles of 
law: 


1. “Investment income” normally 
belongs to the life tenant and 
so is to be allocated to income. 


2. Returns of capital normally be- 
long to the remainderman and 
so are to be allocated to princi- 


pal. 


3. Where there is doubt, as there 
sometimes may be, whether a 
distribution is one or the other, 
the designation made by the 
disbursing entity is of import- 
ance, 

The nature of the disbursing entity, 
its function and purpose must be taken 
into account. The situation is somewhat 
like the preblem of distinction between 
ordinary and extraordinary dividends 
in those jurisdictions where an appor- 
tionment must be made of the latter. 
In that case, the Restatement of the Law 
of Trusts declares, one must take into 
account, 
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“(1) whether similar dividends have 
been declared with regularity in the past; 
(2) whether such dividends are regularly 
paid out of current earnings; (3) the fre- 
quency with which such dividends are 
declared; (4) the size of the dividend in 
relation to the market value of the shares 
at the time of the creation of the trust; 
(5) the designation, if any, placed upon 
it by the directors of the corporation; (6) 
the source of the earnings from which the 
distribution is made.” : 

So here one must take into account 
whether one is dealing with a conserva- 
tively managed investment portfolio, in 
which case earnings from dividends 
and interest are income and capital 
gains are principal, or whether one is 
dealing with some sort of speculative 
trading enterprise, in which case any- 
thing, including partial liquidation, may 
be income. It is easy, albeit entirely 
superficial, to slip into the error of re- 
garding an investment trust or com- 
pany as a trading corporation. But to 
do so is a grievous error unless it is 
in fact a trading corporation. If it is in 
fact a trading corporation the fiduciary 
had better avoid purchasing any of its 
shares, unless, that is, he is granted 
powers to speculate with his own port- 
folio. 


Cases Distinguished 


There is no force in Matter of Jack- 
son, 257 N. Y. 281, 287, the only de- 
cision cited by Surrogate Collins as 
supporting the conclusion that profits 
realized on the sale of securities are to 
be considered as income. There are a 
number of cases like Matter of Jackson 
and they very probably are right on 
their facts. But all of them have dealt 
with business entities of a nature and 
purpose entirely different from the na- 
ture and purpose of the modern invest- 
ment company or investment trust of 
the management type. 


Thus in Matter of Jackson the dis- 
tributing business entity was organized 








UNION CARBIDE 
AND CARBON 
CORPORATION 


A cash dividend of Fifty cents (50¢) 
per share on the outstanding capital 
stock of this Corporation has been 
declared, payable April 1, 1949 to 
stockholders of record at the close of 
business February 25, 1949. 

MORSE G. DIAL, 

Secretary and Treasurer 
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to sell off vacant land at a profit. The 
item of rents and ordinary income was 
relatively non-existent. The organization 
existed for speculative purposes. So it 
might be with securities, if a trading 
operation of speculative nature were in- 
volved. But to apply such an analogy 
to an entity whose prime purpose is to 
earn, by careful management, a reason- 
able and regular return upon capital 
reasonably safeguarded is to depart 
both from law and reason. The neces- 
sary conclusion is that any investment 
trust or company whose shares are fit 
for fiduciary acquisition must necessar- 
ily be of such a nature that its income 
should not stem from speculative trans- 
actions in any marked degree. 


Capital Gains Separated 


It is well known that Lehman Corpo- 
ration and General American Investors 
are conservatively managed investment 
companies. Neither of those organiza- 
tions is on its record a speculative trad- 
ing corporation in any sense. Indeed 
each of them takes pains to keep its own 
accounting procedures in proper or- 
der; each makes certain that its share- 
holders know what amount of distribu- 
tions comes from investment income and 
what from realized capital gains. If, 
after all this care to avoid confusion 
and to preserve capital, a fiduciary re- 
cipient must nevertheless regard realized 
capital gains as “income,” then indeed 
Mr. Bumble was right and the law 
is an ass! 


That decisions like that in Estate of 
Byrne may have harmful results in the 





fiduciary field is an understatement. 
Precisely at the time when, thanks to 
the steady and intelligent work of trust- 
men like Alec Stevenson, it is becom- 
ing possible for hard pressed fiduciaries 
of smaller portfolios to obtain the ad- 
vantage of broad diversification and ex- 
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Incorporated 1933 


A PROSPECTUS ON REQUEST 


from your investment dealer or 


Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 





SHORT MEMO ... 


Apparently our booklet called “How to Invest” 
has helped a lot of people. 


It’s a thirty-two page look at the whole problem 
of investing, points out the basic principles any 
beginner should know—and experienced invest- 
ors should review. 


We thought your friends and depositors might 
like to see it. So bulk copies are available with- 


out charge. If you’d like some, just write— 
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70 Pine Street, New York 5, N. Y. 
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perienced management”, there arrives 
a decision which clearly- places an in- 
centive to speculation before the income- 
hungry fiduciary. 


_*Especially when the patent advantages of com- 
mon trust funds are not available to them. 
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Dividends were declared by the 
Board of Directors on 
February 24, 1949, as folows: 


4% Cumulative Preferred Stock 
28th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 


Both dividends are payable March 30, 
1949, to stockholders of record at the 
close of business March 18, 1949. 


Checks will be mailed by the 
Bankers Trust Company of New York. 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 
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The conservative elements of the 
investment trust industry have done 
their best to distinguish as sharply as 
may be between investment income and 
the proceeds of capital gains. Surrogate 
Collins himself points out that all in- 
vestment companies and investment 
trusts are required to advise their 
shareholders of the exact nature of 
these distributions. This requirement 
and this self imposed discipline are 
specifically designed to prevent share- 


-holders from being deluded into think- 


ing that they have received tremendous 
“yields” of income when in fact they 
are receiving, by mandate of federal 
tax regulations and whether they want 
it or not, a partial return of capital. 

It is to be hoped that the Byrne deci- 
sion will soon be nullified by judicial 
and, if necessary, legislative fiat. Any 
trustee who has clear discretion to allo- 
cate as between principal and income, 
in whatever way he thinks proper and 
without regard for the rules of local 

















AMERICAN. Standard 


Rapiator Sanitary 
New York CORPORATION Pattsbuegh 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share 
on the Preferred Stock has been declared 
payable March 1, 1949, to stockholders 
of record at the close of business on Feb- 
ruary 21, 1949. 

A dividend of twenty-five cents (25¢) 
per share on the Common Stock has been 
declared payable March 24, 1949, to 
stockholders of record at the close of busi- 
ness on February 21, 1949. 

JOHN E. KING 
Treasurer 
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law, should exercise his discretion to 
consider distributions of realized capital 
gains as what they really are, returns of 
capital. And those trustees who do not 
have complete liberation from the rules 
of local law would do well to consult 
counsel and to address petitions to other 
surrogates before accepting the rule of 
the Byrne case as the final New York 
law, even though the Appellate Division 
has reapplied the principle of the Byrne 
decision. Jn re Bruce’s Trust, 81 N.Y.S. 
(2d) 23. One swallow does not make 
a summer. The Court of Appeals makes 
the final law. 


A. A. A 
Insurance Investments 
Corporate bonds and real estate 


mortgages led the list of new invest- 
ments made by U. S. life insurance 
companies during 1948, the Institute of 
Life Insurance reports. These two items 
accounted for nearly three-fourths of 
all investments acquired in the year. 


“The direction of funds into these 
two areas of investment was in direct 
response to the increased capital needs 
of business and industry and the con- 
tinuing demand for home construction 
and for home mortgage financing.” 


The 1948 investments are reported in 
detail by the Institute as follows: 


Purchases Year-end 

Holdings 
1948 1948 1947 
(000,000 Omitted) 
D2. Garw $ 1,717 $16,679 $19,826 
R.R. Bonds ___ 248 2,955 2,787 
Pub. Ut’ty Bonds. 1,933 8,489 6,726 

Industr’] & Mise. 

i |S | 6,990 4,860 
Oe SS pee oer aes 184 1,463 1,371 
State, County, 

Munic. Bonds _. 322 864 614 
All Foreign 

Securities —__. 279 1,911 1,724 
World Bank Bonds 10 53 41 
Farm Mortgages _ 290 983 838 
F.H.A. Mortgages — 1,214 2,404 1,413 
Vet’s Adm. Mort’s.. 400 1,211 807 
Other Mort’s _......__:1,517 6,263 5,498 








Sentara anne $10,665 $50,265 













77th Consecutive 
Quarterly Dividend 


This dividend of 20c per share 
from ordinary net income is pay- 
able March 31, 1949, to stock- 
holders of record, March 11, 1949. 


WALTER .. MORGAN 
President 
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Employee Capitalists 


CONFERENCE HIGHLIGHTS OF THE 


COUNCIL OF PROFIT-SHARING INDUSTRIES 





Based on report by 
ROBERT S. HARTMAN 


Executive Secretary 


Higher wages and taxes, wider adoption of pension plans, higher material costs, 
particularly of plant replacements and additions, have all contributed to substantially 
increased breakeven points in industry. This situation has narrowed unit profit margins 
to such an extent, that a relatively modest decline in production levels could often 


change current earnings into deficits. 


A key factor in the solution of this problem is the productivity of the individual 
worker. Profit-sharing plans have been introduced in many industries as a method of 
relating the employee’s interest in his own welfare to his productivity and the earnings 


of his company. — Editor’s Note 


N 1947, the Council of Profit-Shar- 

ing Industries was formed. The first 
Annual Convention was held in Chicago 
last November to give the first compre- 
hensive survey of profit-sharing methods 
and results in American industry. Out- 
standing leaders of profit-sharing in- 
dustries, many of them trustees of the 
Council, were invited to give first hand 
accounts of their plans. 


“We can never again accept the 
theory that an employee is entitled only 
to a subsistence wage,” said Council 
chairman, H. C. Nicholas in discussing 
the philosophy of his organization, 
“particularly when it is far more profit- 
able to all to make every employee a 
capitalist. For the sake of our security 
we must want him to have a generous 
wage, providing it is earned, for the 
purpose of establishing and maintain- 
ing a wide distribution of high purchas- 
ing power, thereby reducing the dangers 
of a depression such as was experienced 


in 1930.” 


James F. Lincoln, president of the 
Lincoln Electric Co. stressed the fact 
that the prime incentive in man’s life 
is not money, but a desire for recogni- 
tion by his contemporaries. He then out- 
lined his company’s bonus plan, to 
which he attributed productivity per 
man four times that of his competitors, 
cutting the price of his product in half 
while doubling wages and increasing 
dividends. 

Walter H. Wheeler, president of Pit- 
ney-Bowes, Inc., described the working 
of the wage dividend in his Company 
and the spirit of partnership that has 
been brought about through the plan 
between employees and management as 
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well as the satisfaction of the stock- 
holders with the plan. His company has 
5,900 stockholders as against 2,300 
jobholders. The stockholders approved 
the entire plan, which includes a new 
pension trust, by a majority of 97% of 
the stock represented or 70% of the 
stock outstanding. “I believe that invest- 
ors today are highly cognizant of the 
importance of good industrial relations 
and good team play, and rather than 
criticize management for liberalism in 
those respects they endorse and approve 
them.” He cautioned that a profit shar- 
ing plan was only as good as the human 
relations plan of the company and de- 
scribed the Industrial Relations Council 
of the company and its cooperation with 
management. After discussing the bene- 
fits in increased productivity, higher 





employee earnings, and prices only 
slightly higher than pre-war, Mr. 
Wheeler stated that although Pitney- 
Bowes did not have a definite formula 
of profit-sharing (the wage dividend is 
determined as a matter of moral re- 
sponsibility by the Board of Directors 
each year) the company may be work- 
ing toward a formula. 


Operating Results 


In discussing the Profit-Sharing Trust 
Plan of Sears, Roebuck and Company, 
William Wallace, Executive directory 
of the company’s Savings and Profit- 
Sharing Pension Fund, described the 
history of the plan and the far-sighted 
thinking of its inaugurators who were 
able to weather the crisis of depression, 
competition and rapid expansion in the 
mail-order business during the past 35 
years by taking their employees into 
partnership with them as stockowners 
in the profit-sharing trust. Last year 
the company contributed $18,600,000, 
the employees $9,000,000. In addition 
there was an income to the fund of 
$7,500,000 in dividends or a total in- 


Sieneantts Annual Profit Sharing Distribution: 1917-1948 Thowsands 
ore S.C. Johnson & Son, Inc. 700 
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Starting its profit-sharing plan in 1947 when $31,250 was distributed to 193 em- 


ployees, S. C. 


Johnson & Son, Inc., Racine, Wis., has since distributed more than 


$5,000,000 in profits. Its 1948 distribution was $645,000 with 1,250 employees 
participating. 
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come last year to the fund of $36,000,- 
000. This of a net profit after taxes of 
about $103,000,000 and a profit before 
dividends and taxes of about $200,000,- 
000. The profit shares are taken before 
any deductions are made for dividends 
or for taxes. 


Col. Cass Hough of the Daisy Manu- 
facturing Company in Plymouth, Michi- 
gan, described the Combined Cash and 
Trust Plan of his company, stating the 
principle that a true profit-sharing plan 
must equitably share a company’s earn- 
ings between stockholders, employees 
and the public. In Col. Hough’s opinion 
in “a real honestly conceived plan the 
percentage of earnings to be distributed 
must be known and guaranteed at the 
start of a year and not left until the 
end and at the discretion of the Board 
at that time.” Secondly, a true profit- 
sharing plan must never be even thought 
of as a substitute for fair wages and 
salaries. Finally, regardless of the 
amount of money to be distributed to 
the employees of a business, part of it 
must be paid in cash periodically and 
part must be put into an employee re- 
tirement fund. 

At Daisy Manufacturing, 30% of 
the net operating profits of the company 
before income taxes and dividends are 


paid to the employees, one half in cash 
and one half into a retirement trust 
fund. The distribution of cash is on a 
share-and-share-alike basis depending on 
attendance. “This share-and-share-alike 
plan has an infinite number of advant- 
ages over the proportionate share basis. 
It completely defeats the old saying 
‘them what has, gets’, and the equally 
obnoxious cliche ‘the rich get richer, 
the poor poorer’. 


Trust Sharing Plan 


“It makes each employee feel that, 
regardless of how menial his job may 
be, he is a ‘member in good standing 
of the team,’ and that if his job is per- 
formed to the best of his ability, his 
dividend is equal to his foreman’s, or 
other employees. This share-and-share- 
alike plan completely integrates the 
efforts of every employee, while any 
proportionate share plan immediately 
sets employees, or groups of employees 
against each other, thereby completely 
destroying the very thing a profit-shar- 
ing plan is designed to accomplish. The 
complete absence of ‘prima donnas’ in 
our business is a direct result of this 
share-and-share-alike plan of cash dis- 
tribution.” 


Discussing their retirement plan (one 


of whose main features is complete 
vesting after ten years) he remarked 
the wholehearted cooperation of the 
union which plays a big part in ad- 
ministering the Profit-Sharing plan. 
15% of the net operating profits of 
the business are paid to the Detroit 
Trust Company as soon after the close 
of the fiscal year as possible. The Trust 
Company credits an amount to each 
employee, based on the number of 
points held by that employee. (Three 
points for each year of service, two 
points for each $100 of salary up to 
$2,000, and one point for each $100 
of salary over $2,000). Thus the plan 
is slanted towards the lower income 
groups and puts a high premium on 
continuous service, which is just what 
a retirement plan should do. 


For each full year of service, an em- 
ployee receives a vested interest of 10% 
of the amount credited to him, so that 
at the end of ten years of service, the 
entire amount credited to his account 
is available to him should he die, be 
fired, or leave for any othér reason. A 
further provision allows the employee 
to use up to one-third of his vested 
interest in this retirement fund to pur- 
chase life insurance at any time he so 
desires. The only stipulation is that the 
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For expert care of estate and trust matters requir- 
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complete facilities, modern operational methods. 
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life insurance of a permanent type. The 
results have been decreased absenteeism 


























the (in the last four weeks it amounted to 
ad- three-tenths of one per cent), wages and 
an. earnings double pre-war and the sell- 
of ing price only 39% higher and in the 
oit large competitive labor market of the 
ose Detroit area, Daisy has an active wait- 
ust ing list larger than the number of em- 
ach ployees (500). 
= Annual Wage and Joint Earnings 
wo Fayette Sherman, Employment Mana- 
to ger of the George A. Hormel & Co. in 
00 Austin, Minn., described the Guaranteed 
lan Annual Wage and Profit-Sharing Plan 
me which was instituted in 1931 with the 
on cooperation of the United Packing 
hat House Workers of America C.I.0. and 
implemented by a profit-sharing plan 
a in 1939 and a profit-sharing trust in 
\% 1944, There has not been a grievance 
hat since 1943. Labor turnover is almost 
the non-existent. Last year out of 7,000 
aie employees, 158 left the company. 
be The Company’s “guarantee” is really 
A “the ability of management to manage 
yee and the willingness of workers to work,” 
ted and means an obligation of management 
ur- to conduct the business so that the 
so guarantee is never invoked. Employees 
the are guaranteed 52 weeks employment 





with 52 weeks notice before lay-off and 
38 hours per week with balance paid 
at year’s end. Additional pay is given 
for production hours exceeding the 
actual clock hours worked (group 
bonus). The joint earnings plan is 
computed from gross income after de- 
duction of all operating expenses except 
salaries and wages of eligible employees 
(after one year’s employment). The 
profit-sharing retirement trust contribu- 
tion of the company is based on net 
profits in relation to net sales or in 
relation to sales tonnage, whatever gives 
a larger contribution. 








Thomas R. Reid, vice president in 
charge of Human Relations, described 
the Multiple Management system at 
McCormick and Company of Baltimore, 
which is based on the principle that 
business is people rather than machines 
and that people are motivated by five 
basic drives, namely, fair pay, security, 
by the day (sickness), by the year 
(guaranteed annual wage) and for 
life (profit-sharing retirement plan and 
pension plan) ; opportunity, recognition 
and participation. Multiple management 
is an organized system by which all 
these drives are recognized and in par- 
ticular where every employee gets an 
opportunity to advance in the company 
and participate in the management of 
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its affairs in Junior Boards of Directors, 
Factory Boards, and Sales Boards. Mr. 
Reid concluded: 


“We believe there is a deeper signi- 
ficance to this than mere increase of 
productivity and improvement of em- 
ployee spirit within an individual con- 
cern. We believe that in the aggregate 
if business would take the initiative to 
see to it that the basic human desires 
of people are met in business planning, 
then much of the threat of communism 
and socialism and all the isms that con- 
stantly beset. us would be set aside by 
the only real answer to any kind of ism 
and that is the positive approach of 
improving what we are doing now. If 
we can succeed in convincing the people 
who work in American industry that 
the American free competitive business 
is the best insurance for their welfare, 
if we can secure an enlightened capital- 
ism and public acceptance of enlight- 
ened capitalism, then communism and 
socialism can never gain a foothold in 
the United States. 
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Details of the talks referred to in this article 
can be found in the Proceedings of the 
First Annual Conference, Council of Profit- 
Sharing Industries, 15 E. 16th Ave., Co- 
lumbus 1, Ohio. 
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White Collar Unions 


Organizing activity among white collar 
workers is continuing at about the same 
pace as in early 1948 at present, but it 
is apparent that both the CIO and the 
AF of L are embarking on an all out 
effort to tap the dues gold in this group 
because: 

(1) They want to hold union strength 
at current high levels and industrial or- 
ganizing is no longer paying off in big 
gains. 

(2) They want to mobilize new mem- 
bers for political action in 1950. 

CIO President Murray blasted the left- 
ist officers of the United Office & Profes- 
sional Workers Union last November and 
threatened to revoke their charter unless 
their organizing record improved sub- 
stantially. The union’s reaction was 
prompt: it tapped its members for one 
day’s pay each to set up a $100,000 war 
chest, and quieted internal rumblings be- 
tween the left and right. It announced 
that the first goals are going to be in- 
creases of $15 a week and a $40 minimum 
wage. 

The announced goal of these unions is 
to push salaries higher, and to get mem- 
bers they are going to have to demon- 
strate some real economic advantage in 
joining a union. Suggesting that good 
internal relations are the best deterrent 
to organization, the Associated Industries 
of Cleveland recommend a check list for 
reviewing employee relations practices 
with white collar workers. The points are 
equally applicable to industrial and finan- 
cial institutions alike: 

1. Is the overall industrial relations pro- 
gram for white collar employees con- 
structive and effective? 

2. Do supervisors understand its objec- 
tives and the role they play? 

8. Is there a two way communication 
between top management and office 
employees? 

4. Is there an integrated training pro- 
gram for supervisors? 

5. Does it include all levels of manage- 
ment? 

6. Does the training program stress im- 
portance of human relations to suc- 
cessful operation of the business? 

7. Is the effectiveness of the program 
measured periodically? 

8. Are personnel policies regarding of- 
fice employees consistent in all de- 
partments? 

9. Is the plan of promotion clearly de- 
fined and employees fully aware of 
how it operates? 

10. Is a comprehensive job evaluation 
plan in effect? 


The Capitalabor Team 


11. If a merit rating plan is in operation, 
are supervisors trained to estimate 
abilities of their subordinates? 


12. Are both the job evaluation and merit 
rating programs understood by super- 
visors and employees? 

13. Is the salary structure sound and bal- 
anced, and is its administration co- 
ordinated? 


14. Is salary policy explained to the em- 
ployee, or is it ‘top secret’? 

15. Are office workers often required to 
put in hours of overtime without com- 
pensation, when there is some ques- 
tion as to whether they can be prop- 
erly classified as executives, admin- 
istrators, or professionals? 






















16. Do women receive equal pay as men 
for the same work? 

17. Is there a way for an office employee 
to express a griveance and for man- 
agement to resolve it? 


Bank vs. New Labor Bill 


The Guaranty Trust Co. of New York 
charges, in its current monthly survey, 
that the labor bill now before Congress 
encourages a return to the “i 

















industrial 
stagnation” of the Nineteen Thirties, and 
“places national policy on an avowedly 
and unreservedly pro-union basis.” 

“Passage of such legislation at a 
time when demand is visibily subsiding 
could become a major factor in precipitat- 
ing a situation that no one interested in 
the country’s welfare could possibly de- 
sire.” The survey went on to say that 
employers generally agree that the ob- 
stacles imposed by the old Wagner act 
were among the chief causes of the coun- 
try’s inability to recover production and 
employment levels after the depression 
bottom in 1932. 

































Unions and Government Utilities 






The electric companies recently re 
ceived some welcome support in theil 
fight against further government en- 
croachment in the utilities field. The sec- 
retary-treasurer of the International 
Utility Workers Union went on record 
as being strongly opposed to government 
competition in business — particularly 
the electric power business. 

The statements of the union official 
before a meeting of Local 135 in Dayton, 
Ohio, were reprinted and sent to every 
Congressman with a covering letter from 
the local’s president saying: “We have 
read with concern, the contemplated ac- 
tion being taken . . . concerning an ap- 
propriation to start a steam electric gen- 
erating plant at New Johnsonville, and 
we as a union feel that this is going 4 
little too far toward socialism.” 
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Cover of the Employee Report of American National Bank & Trust 


Bank Reports for Employees 


Believing that employees are entitled 
to “the story- behind the story” of fiscal 
operations, the American National Bank 
and Trust Company of Chicago and the 
Lincoln Rochester Trust Co., Rochester, 
N. Y., prepared annual reports especi- 
ally for employees and distributed them 
at year’s end to their staffs. 


According to Lawrence P. Stern, 
president of the American National, the 
idea for “A Report to the Staff’ grew 
out of the failure of conventional re- 
ports, prepared for management and 
stockholders, to present the facts em- 
ployees want to know. 

“We recently realized, he said, “that 
conventional reports, which fail to 
emphasize the employee’s viewpoint, 
neither stimulate nor satisfy his appetite 
for information about matters of pri- 
mary interest to him. Thus, in this re- 
port we stressed the relationship of sal- 
aries to income and expenses, the em- 
ployee’s stake in the bank’s future, and 
his place in its operations. 

“It is our hope that by being frank 
with our employees we will make each 
employee feel more important to the 
bank’s progress, and more alert to 
changes that may mean more ‘effective 
or efficient operations.” 

Of especial interest to employees is 
a chart showing that a total of $310 (or 
better than $25 per month) per em- 
ployee was paid out by American Na- 
tional in 1948 for employee benefits. 
These expenditures included $152 for 
pensions, $72 for the bank cafeteria, 
$55 for group insurance, and $38 for 
recreations, education, medical and mis- 
cellaneous benefits. 
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Likewise, Lincoln Rochester Trust 
Co. introduced a Special Report to 
Employees last year which was mailed 
to the employees home immediately fol- 
lowing issuance of the regular annual 
report to the bank’s stockholders. 


Entitled “Our Bank in 748,” with 
photomontage covers, The Lincoln Ro- 
chester report traces the progress of 
the institution in 1948; the increases in 
plant, personnel, resources and new 
business, etc.; the progress in figures, 
through the year’s earnings, broken 
down in pie chart form, showing that 
out of every profit dollar 33.72 cents 
went for salaries and wages; 4.49 cents 
for employees’ welfare; 23.49 cents for 
operating expenses; 7.8 cents for federal 
and state income taxes, etc.; while only 
8.71 cents went for stockholders’ divi- 


dends. 


In describing the report’s objective, 
Vice President Swayne P. Goodenough 
said that, “ ... the employee is made 
to feel that he or she, as an individual, 
possesses real information of interest 
and value about the institution for which 
he or she works, and the individual’s 
stake in it.” 


A A A 


Penna. Trusts Rise 


Trust funds administered by state 
banks and trust companies in Pennsyl- 
vania increased $34,443,995 during 
1948 to bring the total at the year-end 
to $3,191,813,790. 

Corporate trusts also showed a slight 
gain of $8,868,487 to $3,238,991,312, 
according to the latest statement of the 
Department of Banking. 
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COMPUTATION OF MARITAL DEDUCTION 


FOR FEDERAL ESTATE TAX PURPOSES 


ELLEN L. EASTMAN, C. P. A. 


Trust Department, The New Haven Bank N. B. A. of New Haven, Connecticut 


HE marital deduction, provided for 
4 ie the Revenue Act of 1948 as an 
allowable deduction for computing a net 
estate for federal estate tax purposes, 
presents a problem in computation. 
This arises because the tax and the 
amount of the deduction are inter-re- 
lated and one cannot be computed w th- 
out knowing the other. 

The Treasury Department has re- 
cently issued instructions relating to 
this deduction and the computations in- 
volved. In these instructions, there are 
several illustrative computations. The 
method used by the Department is one 
commonly known as “trial and error.” 
This method of computing the marital 
deduction and the resulting tax is cum- 
bersome and, if carried to an exact re- 
sult, very long. 

There are many factors which may 
complicate the solution of the problem, 
such as the allowance of a deduction by 
the tax commission of the state of do- 
micile of the whole or a part of the 
federal estate tax and the requirement 
by state law that the legacies be charged 
with the succession tax and a pro rata 
part of the federal estate tax. 


Simple Method 


There is, however, a simple and ex- 
act method of computing this deduction 
and the federal estate tax which elimin- 
ates guess work and confusion or at 
least reduces them to a minimum. 

A mathematical analysis of the factors 
in the problem shows that there is one 
unknown quantity in terms of which all 
other unknowns may be expressed or 
computed. This unknown quantity is 
the amount of the marital deduction. By 
letting x equal the marital deduction, an 
equation may be developed and _ the 
problem solved simply and accurately. 
To demonstrate by specific computation 
let the following facts be assumed as 
a basis for computation: 

The decedent was a resident of 

Connecticut, leaving a will under 

which one half of the residuary 


estate was to go to his surviving 


spouse and the other half to his son. 
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The State succession tax and a 
pro rata part of the federal estate tax 
are to be deducted from each share. 


There are no charitable legacies, 
previously taxed property deductions, 
nor gift tax adjustment. 


The adjusted gross estate is $1,- 
000,000, all assets being taxable in 
Connecticut. 


Because the federal estate tax is allowed 
as a deduction in Connecticut, the first 
step in the solution of the problem is 
the computation of the federal estate 
tax. The amount of the legacy to the 
surviving spouse is $500,000, less one 
half of the state succession tax and the 
federal estate tax. Therefore, the mari- 
tal deduction will be less than $500,000 
and the taxable estate will be greater 
than that amount. At this point it is 
necessary to determine the bracket into 
which the federal estate tax will fall. 
This is determined as follows: 
one half adjusted gross estate to 
surviving spouse -......_. 
estimated federal estate 
tax on $500,000 (from 
tax tables) 
estimated state succession 
tax on $1,000,000 (from 
tax tables) 


$500,000 


-.$116,500 


55,480 


total $171,980 


one half is 85,990 


balance, or amount of marital 
deduction 


414,010 

By deducting this from the adjusted 
gross estate, a balance of $585,990 is 
obtained for the taxable estate. There- 
fore, it is seen by inspection that, after 
allowing for exemptions, the basic tax 
bracket is probably $400,000 to $500,- 
000 and the additional, $500,000 to 
$600,000. If the actual taxable estate is 
close to a change in bracket, the wrong 
one may be used the first time and the 
computation will have to be done again. 
In most cases, it can be determined cor- 
rectly. If it becomes necessary to make 
a second computation, the time required 
is very short because the work involves 
simply substituting the correct amounts 
throughout the computation. With the 
bracket determined, the federal tax can 
be stated in terms of x, the marital de- 
duction, as 269,700—.31x (see box for 
computation ). 

If it is known that the State tax will 
equal or exceed 80% of the basic tax, 
the computation may be shortened by 


COMPUTATION OF FEDERAL TAX 
(x= Marital Deduction) 
1,000,000 — x equals taxable estate 
(1,000,000 — x) — 100,000 equals net taxable estate for basic tax 
(1,000,000 — x) — 60,000 equals net taxable estate for additional tax 


Basic Tax 


The basic tax on $400,000 is $12,500 and the rate on the amount 
in excess of $400,000 is 5%. Therefore, 


05 |[ (1,000,000 — x) — 100,000] — 400,000) + 12,500 


equals the basic tax 
simplify: 37,500 — 


.05x equals the basic tax 


30,000 — .04x equals the 80% credit 


7,500 — 
Basic and Additional Tax 


.Olx equals the basic tax after 80% credit 


The basic and additional tax on $500,000 is $145,700 and the 
rate on the amount is excess of $500,000 is 35%. Therefore, 


35 }[(1,000,000 — x) — 


60,000] — 500,000; + 145,700 


equals basic and additional tax 


simplify: 


299,700 — .35x equals basic and additional tax 


(299,700 — .35x) — (37,500 — .05x) + (7,500 — .0lx) equals total tax 


simplify: 


269,700 — .31x equals total tax 


134,850 — .155x is one half of total tax 


TRUSTs ‘AND ESTATES 








using table K printed in the instruction 
sheet for form 706 MD. The State suc- 
cession tax is expressed as follows: The 
tax on $600,000 for Class A legatees is 
$32,800; the next bracket is from $600,- 
000 to $1,000,000 and the tax in this 
bracket is at the rate of 8%. Therefore, 


.08 [1,000,000 —(269,700 — .31x) — 600,- 
000] + 32,800 equals state tax 


Simplify: 43,224 + .0248x equals state tax 


21,612 + .0124x is one half of 
state tax 


All of the unknown factors in the 
problem are now stated in terms of 
“x” and the equation resulting is: 


500,000 — (21,612 + .0124x — (134,850 
— .155x) equals the marital deduction or x 


Simplify: .8574x equals 343,538 
x equals 400,674.13 


the amount of the marital deduction. 


Because this is less than one half of 
the adjusted gross estate the full amount 
is deductible. 

If there are specific and general leg- 
acies or other factors to be considered 
in the computation, they need present 
no great difficulties. They are all known 
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factors or ones which can be stated in 
terms of x; they merely add a few 
more expressions to the equation. 


By using algebra, the problem, which 
on first consideration seems complicated 
and perplexing, can be solved simply, 
accurately and in a short time. 


a a @& 


Women Discuss Trusts 
The Middle Atlantic Division of the 


Association of Bank Women held a 
meeting in Newark on February 3rd, 
featuring a panel discussion on trusts, 
planned by Mrs. Nancye B. Staub, as- 
sistant trust officer, Morristown (N.J.) 
Trust Co. Participants were: 


Mrs. Gertrude F. Hodgman, associate 
trust officer, Stamford (Conn.) Trust 
Co., whose subject was “Trust Data the 
Bank Officer Needs”; Miss Mary K. 
Hoyt, assistant secretary, Montclair 
(N.J.) Trust Co., “Team-Work Between 
Trust and Banking Department Pays,” 
and Mrs. Staub, “Increased Importance 
of Estate Planning To Women.” 

Miss Katharine Moore, director of 
publicity, National Newark & Essex 
Banking Co., Newark, was moderator. 
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PENSIONS 


(Continued from page 142) 


ments of the insurance companies. On 
the basis of such an open-handed policy, 
cash in the till will be hot money to 
the administrators and not very con- 
ducive to the reserve principle. 


Multiply this special tax system sev- 
eral times—the musicians, the auto 
workers, electrical workers, garment 
workers, steel workers, packing houses, 
longshoremen, etc. Add the ingredients 
of the NLRB decision (and likely the 
Supreme Court) that pension and in- 
surance benefits (new or old) are 
proper subjects for collective bargain- 
ing. The result is a great host of special 
assessment systems, competing among 
themselves for liberality and taking it 
out on the employer and the consumer. 
Most of them are likely to be funded 
on a shoestring—royalties and assess- 
ments, here today, gone tomorrow. 


The irony is that it may well be a 
losing game for labor too. The royalty 
road to pensions and the NLRB decision 
can have immediately disadvantageous 
effects on pensions for the wage-earn- 
ing groups (little, perhaps, for the sal- 
aried group). The pay-as-you-go method 
of meeting pension costs from irregular 


=== 
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royalties and impermanent elements of 
production,. is entirely unscientific and 
unrealistic. 


“Security” vs. Temporary Benefits 


Contrariwise, more and more employ- 
ers have been working out benefit plans 
for wage-earners on soundly devised 
bases and with a definite eye to the fu- 
ture. These efforts may well evaporate 
if liberal high benefits on marginal fi- 


-nancing are in store, with labor run- 


ning the show through administrative 
powers and another storming of the 
benefit level through collective bargain- 
ing at each expiration of a labor con- 
tract (a temporary document in a long- 
range field). Is the movement toward 
sound plans to be turned back by temp- 
orizing with rosy benefit schemes, im- 
possible of long-range performance, at 
least in terms of purchasing power? 

A recent article by Philip Murray‘ 
is of considerable interest in presenting 
the C.1.0.’s pension aims. 


“The program of the Congress of In- 
dustrial Organizations in the field of 
social security is a simple one. It aims 
first of all at the provision of adequate 
security, which means not only security 
in terms of the size of an income or 
lump-sum amounts payable to those who 
are the victims of sickness, or old age, 
or disability, or unemployment, or the 
dependents and survivors of those vic- 
tims and the victims of death, but ade- 
quate in terms of rights to the benefits, 
adequate in terms of freedom from ar- 
bitrary discharge or other termination 
of the rights to benefits, and adequately 
secure in the freedom to choose between 
a job and a benefit when the conditions 
for such choice are appropriate .... 


“And we are aware that in a dynamic 
economy like our own changes are con- 
stantly taking place. These affect se- 
curity and plans for security. We realize 
the need for flexibility, for reason and 
for growth. But this is always to be em- 
phasized: security is a matter in which 
all of us are concerned. It cannot be 
handed down from above on a take-it- 
or-leave-it basis. It cannot be achieved 
by the process of consulting everybody 
except those concerned, and it cannot 
be created solely by experts. It must be 
a part of the basic structure of sound 
human relations which we of the labor 
movement are doing our best to erect 
in this country. Until it does become a 
basic part of collective bargaining, se- 
curity will be insecure.” 


*In “Management and Labor Look at Retirement 
Plans,” N. Y. Journal of Commerce, recent issue, 
2nd Section. 
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Nowhere does he include as an aim, 
or as part of his definition of “security,” 
a sound actuarial basis of funding the 
plan. “Security” too often seems to 
be merely “benefits,” declared by fiat. 

Suppose Mr. Murray’s type of “se- 
curity”—with great promises, but with- 
out reserves, with fair-weather zeal, but 
without solid support for bad times— 
drains the assessment channels and 
scrapes the bottom of the royalty coffers. 
What then? There is always the gov- 
ernment! If the consumers refuse to 
meet the prices imposed by royalties, 
they cannot refuse the tax-collector. 
Railroad employees and, not reluctantly, 
the employing roads themselves, “dis- 
covered” the government when pay-as- 
you go railroad pensions were becom- 
ing awkward.® The suggestion to add 
the miners’ fund, and perhaps many to 
follow, under the federal aegis, would 
be class legislation and would write, 
indeed, a sorry end to the American 
way of pensions for the industrial em- 
ployee. The whole movement of pay- 
as-you-go royalty pensions sires infla- 
tion and leads directly into the maw 
of government control and nationaliza- 
tion. 


‘This reference is made advisedly, aware that 
someone will point out that to date the carriers and 
their employees have footed most of the bill; still 
it was mostly the consumer’s money and they got 
their class legislation as well; they also feel safer 
that the government will do the bailing when need 
be. 


A A A 
Developing A Pension Plan 


Eight important decisions in the de- 
velopment of a pension plan are outlined 
in a booklet of that title prepared by 


Lambert M. Huppeler Co., 527 Fifth 
Ave., New York. The questions covered: 


Which employees shall be included; 
when shall they retire; on what part of 
compensation shall pension be based; 
what formula shall determine amount of 
pension; shall withdrawal benefits be 
allowed if employment is terminated; 
shall death benefits be payable to de- 
ceased participants’ beneficiaries; who 
shall contribute to plan; and administra- 
tive decisions. 
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Charity Disburses 


Charitable grants totaling $649,910 
were made by the New York Community 
Trust in 1948. These disbursements, 
highest in the Trust’s history, included 
payments from 70 administered funds to 
227 organizations in 24 states. Cumula- 
tive appropriations now exceed $7 
million. 
ae 
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BETTER CORPORATE REPORTING 


The great anomaly of our times, is 
the inability of business management to 
communicate its vision of a better life 
for everybody to the general public. At 
the bottom of the problem lies a public 
antagonism toward, or suspicion of, 
business. 


Surveys undertaken by the Controller- 
ship Foundation, showed that the public 
exaggerates the profits made by busi- 
ness firms; that a substantial percentage 
of the people actually distrust the finan- 
cial statements of business; that eight 
out of ten people have no idea how 
many stockholders own large corpora- 
tions, and that fully one-third accepted 
as true the statement that ‘a handful of 
men like the duPonts, Rockefellers, and 
Fords own most of the corporations in 
America.’ 

One trouble is that business has been 
sending the wrong kind of ‘package’ to 
potential readers. Actually, five separ- 
ate ‘publics’ must be reached—the aver- 
age stockholder, who wants only brief, 
direct, interpreted facts; the large in- 
vestor, who wants to know a great deal 
about accounting, statistical, and other 
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technical details; the banker, trust off- 
cer, and investment counselor, who 
wants even more detailed information; 
the employee, who thinks in terms of 
job security and advancement rather 
than in prospects for better corporate 
earnings; and the labor union official, 
whose specific frame of interest is col- 
lective bargaining. 


Add to this more contact with share- 
holders and others on the part of man- 
agement, and more exhaustive use of 
the business and financial press — the 
second most consulted source of inform- 
ation, next to annual reports, according 
to our survey—and we may find all our 
“publics” more favorably inclined. 

DANIEL J. HENNESSY, president of the Con- 


= Foundation, before the Detroit Economic 
ub. 


A: hs 
The Lincoln National Bank and Trust 


Company is using television as a new 
advertising medium in Syracuse, N. Y. 
The bank, first in the city to use Tele- 
vision, has initiated a series of three 
film strips to picture three of their 


-major services. 


DETROIT EDISON 
ANNUAL REPORT 


Available Now 


The annual report of The Detroit Edison Com- 


pany has just been mailed to stockholders. It is 


an illustrated 32-page booklet which describes 


in detail the 1948 activities of the company 


which supplies light and power to the great 


industrial and farm areas of southeastern Mich- 


igan. If you are interested, we shall be glad to 


send you a copy of the report. Write 2000 
Second Avenue, Detroit 26, Michigan. 


THE DETROIT EDISON COMPANY 












TRUST GROWTH 


(Continued from page 150) 


COMMERCIAL NATIONAL BANK, N. Y.: 


In the Personal Trust Department, a 
gratifying increase in the number of 
persons who are using the services of the 
department was evidenced during the 
year. This was reflected in our invest- 
ment advisory accounts, wills, trusts and 
custodian accounts. 


GUARANTY TRUST Co., N. Y.: 


During 1948, the Personal Trust Divis- 
ion received several large commissions in 
addition to the ordinary earnings for the 
year, and the Corporate and Transfer 
Divisions benefited by the increased ac- 


























































































‘Deng ancillary ser- 
vice for out-of-state 
banks and trust companies, 
with efficient handling of 
trust and estate matters re- 
quiring special attention in 


Florida. 

















When your customers visit 
this state, they will receive 
from us the same cour- 
teous, personal service that 
they are accustomed to re- 
ceive from you. 


Security 
Trust Company 


Shoreland Building 
Miami, Florida 


FIDUCIARY SERVICE ONLY 





















tivity in corporate financing. 


IRVING TRuST Co., N. Y.: 


The Personal Trust Division has had a 
growing volume of business. Despite the 
generally smaller volume of equity financ- 
ing and new bond issues requiring the 
services of a trustee in 1948, the Corpor- 
ate Trust Division’s commissions and 
fees exceeded those of the previous year. 


MANUFACTURERS TRUST Co., N. Y.: 


Our Trust Department continued to 
show satisfactory and steady progress. 
New and important customers have been 
added and additional sources of income 
are being developed. 


J. P. MORGAN & Co., INc., N. Y.: 


Fees and commissions from fiduciary 
and other services rose substantially. 


TITLE GUARANTEE & TRUST Co., N. Y.: 


Gross Income from Trust Division and 
other services of a fiduciary or agency 
character amounted to $293,897 in 1948, 
an increase of $24,514 over the previous 
year. Operating expenses of this depart- 
ment were further reduced in substantial 
amounts. 


UNITED STATES TrRusT Co., N. Y.: 


Commissions from all types of fiduciary 
business, including corporate trust, total- 
ed $3,718,705, compared to $2,752,024 in 
1947. We have a healthy growth in profit- 
able business, with the higher rate of 
commissions and fees already mentioned, 
and substantial operating economies. 
Corporate Trust growth in the past five 
years has been unusually marked; and 
it is our belief that the years immediately 
ahead will bring a volume of business 
that will substantially broaden our use- 
fulness and augment our earnings. 





New York Trust 
COMPANY 


Sixty Years of Trust Service 


Capital Funds over $65,000,000 


100 Broadway 
Madison Avenue and 4oth Street 
Ten Rockefeller Plaza 


Member Federal Deposit Insurance Corporation 





LINCOLN ROCHESTER TRUST Co., N. Y.: 


Total assets of the Trust Department 
as of December 31, 1948 were $207,478,- 
977. This total is $13,219,429 greater than 
a year ago. 


WACHOVIA BANK & TRUST Co., Winston- 

Salem, N. C.: 

At the end of 1948 the total market 
value of trust assets being handled by 
the Trust Department was estimated in 
excess of $230 million, the highest in the 
history of the Department. According to 
the best information available, this is the 
largest volume of assets handled by any 
trust department in the Southeast. 

The volume of trust properties under 
our management or supervision at all of 
the offices showed an increase of 14.3% 
for the twelve month period. This in- 
crease has enabled us to show the best 
year in our history despite increasing 
costs of operations. More people named 
Wachovia as executor of their wills in 
1948 than in any other similar period. 

Again, we can report substantial ad- 
ditions and increases in our volume of 
pension trusts; at our six trust offices, 
we are now administering 60 plans with 
total assets of over $14 million. 

—>The Common Trust Fund, which was 
established in 1941, continues to provide 
a highly satisfactory and effective meth- 
od of providing diversification of invest- 
ments in smaller trust funds and higher 
income with safety of principal. As a 
matter of fact, we do not believe that we 
could provide efficient trust service with- 
out it. It enables us to secure a satis- 
factory yield, and have the protection 
of diversification in approximately 40% 
of government bonds, 17%4% in corporate 
bonds, 11% in high grade preferred 
stocks. We are looking forward with con- 
fidence to a year of increasing business 
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volume and larger service to a greater 
number of beneficiaries and trust cus- 
tomers. 


First NATIONAL BANK OF CINCINNATI: 


Our Trust Department continues to 
show steady and satisfactory increase 
each year, both in trust arrangements for 
individuals and services for corporations. 


FirTH THIRD UNION TRUST Co., Cincin- 
nati: 

Our Trust Department showed a sub- 
stantial growth. We are more and more 
convinced that with the many tax prob- 
lems involved, and with our constant 
close touch with business and industry, 
our prospects of being able to serve 
clients in our Trust Department are 
steadily broadening. 


CLEVELAND TRUST Co.: 


Our Trust Departments have shown 
splendid progress during the year. More 
and more, corporations and individuals 
are making use of the services. 


+ Our General Trust Fund has completed 
its third year of operation and continues 
to show a steady increase in volume. 


NATIONAL CITY BANK, Cleveland: 


The Trust Department has had a sat- 
isfactory year, both the Estates and Cor- 
porate Divisions having shown continued 
growth. 


OHIO CITIZENS TRUST Co., Toledo: 


Greater activities and continued 
growth in total trust assets character- 
ized 1948 operations, serving both indi- 
viduals and corporations. 


First NATIONAL BANK & Trust Co., 
Tulsa: 


The number of wills filed, trusts estab- 
lished, and employee pension programs, 
continues to increase. 


UNITED STATES NATIONAL BANK of Port- 
land, Ore.: 


The past year has been a successful 
and active one for both the corporate 
and the personal divisions of the Trust 
Department. An increasing number of 
substantial citizens are appointing the 
bank as executor and trustee under wills 


ANNUAL REPORTS 
for BANKS and CORPORATIONS 


There are opportunities in your Annual 
Report. Properly prepared, it can be made an 


PERSONAL TRUST DEPARTMENT 
INCOME COLLECTIONS 


$35 000,000 
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1941 1942 1943 


1944 1945 1946 1947 1948 
INTEREST ON MORTGAGES 


CJ DiviDENOS ON stock Mm AND INCOME FROM REAL 


ESTATE 


Fidelity-Philadelphia Trust Co. 


and naming the bank as trustee under 
both insurance and investment trusts. 


JENKINTOWN BANK & TRusT Co., Pa.: 


Our trust department continued to re- 
ceive many new accounts, ranging in 
size from large to small, but your Com- 
pany recognizes that it has a service to 
perform for all and welcomes the oppor- 
tunity to do so. 


FIDELITY-PHILADELPHIA TRUST Co., Pa.: 


The gross earnings in 1948 of the Per- 
sonal Trust Department ($1,982,921) 
were the highest in the history of the 
Company, exceeding by $83,925 such 
earnings for 1947. We continued to put 
operating economies into effect, with the 
result that, in spite of substantial wage 
increases, the total direct expenses of 
the Department were approximately the 
same as for 1947. Nevertheless, this de- 
partment does little better than break 
even. The principal difficulty is the large 
amount of old business we have on a fee 
basis which is not compensatory under 
present-day costs. 

During the past year we received 271 
new appointments in the Trust Depart- 
ment. In some cases these appointments 
represent the administration of the same 


effective medium for sound Public Relations. 


Descriptive booklet on request. 


STANDARD RESEARCH CONSULTANTS 


INCORPORATED 


345 HUDSON STREET 


Marcn 1949 


NEW YORK 14, N. Y. 





funds in a different capacity, as, for in- 
stance, the designation of our Company 
to act as trustee under a deed of trust 
by the beneficiary of an estate being 
distributed by us. Additional assets, total- 
ing approximately $28,000,000, were re- 
ceived. 

—> The Discretionary Common Trust 
Fund, established in 1940, and the Legal 
Common Trust Fund, established in 
1942, are invaluable aids in securing 
proper investment diversification for 
small sized trust accounts ... A service 


Ancillary 


Administration 
...and Other 
Trust Facilities 


in Florida... 
Comparable to 
Any Anywhere 


Refer your customers to the 
Florida bank with the com- 


plete metropolitan Trust 
Department. They h.ve the 
right to expect “Northern” 
trust service in Southern 
climes, too. 


TRUST DEPARTMENT 


The 
First National Bank 


of MIAMI 


Miami’s Oldest . . . Florida’s Largest 








of our Trust Investment Division which 
has shown excellent growth is our In- 
vestment Supervisory Service. We now 
have 345 accounts of a total value of 
$73,800,000 under investment super- 
vision. 


GimrarpD Trust Co., Philadelphia: 

In our Trust Department last year we 
increased earnings by $201,000 over 1947 
and we placed more than $62,000,000 of 
new trust assets on our books. 


Gross Personal Trust Department rev- 
enues were $2,517,688, an 8.7% gain over 
1947, and the third consecutive year in 
which Personal Trust earnings have in- 
creased. 




















Missouri’‘s 







Largest 







Fiduciary 












This company engages 
only in the trust busi- 
ness. It does no banking 
business. It accepts no 
deposits subject to 
check. 


It administers more 
trust property than any 
other Missouri financial 
institution. 














It is the oldest trust 
company in Missouri. 





For ancillary service 
in Missouri or South- 
western Illinois consult 






ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 









Affiliated with the First National Bank 







For 1948 we can report even more sub- 
stantial growth (than in 1947). We 
placed on our books $50,392,000 worth of 
new trust accounts and received from our 
present customers $11,853,000 in the form 
of additions to existing accounts. After 
principal distributions and payments 
totaling $29,012,000, our trust assets had 
a net gain of more than $33,233,000. 


We are administering more than one 
hundred accounts with a value of a mil- 
lion dollars or over. But 47% of all trust 
accounts on our books last year were 
relatively small accounts not exceeding 
$25,000 in value. 


New estates (executorships and admin- 


istrations) totaled over $16,000,000, with 
four of a million dollars or more. The 
total of assets of investment advisory 
accounts amounted to more than $65,000,- 
000, the highest in Girard’s history. 

Our Family Business Group actually 

had under its supervision at the end of 
this year a total of 180 different family 
holdings representing 99 types of bus- 
inesses entirely or largely owned by our 
trusts and estates. 
—> Our Discretionary Common Trust 
Fund still maintains its fine record of 
appreciation in value to original partici- 
pants. Statutory Common Trust Fund 
rapidly increased in total in 1948 and, 
with broader investment powers given by 
legislation, gives more satisfactory in- 
come. Corporate Trust income showed a 
decline, largely due to conclusion of re- 
financing of many large building bond is- 
sues ($92,237, compared to $119,843). 


PENNSYLVANIA COMPANY FOR BANKING 
& Trusts, Philadelphia: 


We have been encouraged by the in- 
creasing recognition of the necessity for 
better fiduciary rates, and by the grat- 
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ifying volume of new wills and other in- 
struments in which we have been named. 
This is a sound building for the future. 
+ The Discretionary Common Trust 
Fund has continued to grow in both size 
and usefulness. The total assets of this 
Fund have increased from $38,809,487 
last year to $41,588,082 as of the close of 
this fiscal year. There are now 2,087 par- 
ticipating accounts. 


Our Common Trust Fund for Legal 
Investments has also shown encouraging 
growth. Assets of this Fund have in- 
creased from $11,492,022 to $12,717,276 
over the past twelve months, with 1,461 
accounts now participating. 


The Corporate Trust Department has 
enjoyed a profitable year and a satis- 
factory volume of new business, particu- 
larly trusteeships in connection with the 
issuance of railroad and other equip- 
ment trust certificates. 


Income from Personal and Corporate 
Trusts was $1,974,485 in 1948. 


PROVIDENT TRUST Co., Philadelphia: 

The gross commissions and fees re- 
ceived by our Trust Department were 
$1,403,324, the highest in the history 
of our Company and a nominal increase 
over $1,396,711 reported in 1947. 


Although the trend of gross income of 
the Trust Department in recent years 
has been encouraging, the net profits 
from this Department’s operations con- 
tinue to be inadequate for the services 


. rendered and the responsibilities assum- 


ed. Progress has been made in obtaining 
more compensatory fees in Trust estates. 


REAL ESTATE TRusT Co., Philadelphia: 


Trust Department Fees and commis- 
sions for 1948 were $170,426, compared 
to $164,191 in 1947. 







TRUST SERVICE 


Experienced personnel in fully-equipped trust 
departments of Bank of America offer you California’s most 


complete trust service. Branches are located 


at strategic points throughout the state. 











Bank of America 


NATIONAL #8! 


California's Stateu 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION © MEMBER FEDERAL RESERVE SYSTEM 
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+ On November 30, 1948, our Discre- 
tionary Common Trust Fund completed 
its second fiscal year. This has grown in 
size from $27,403 to $1,145,198 during 
the year. There are now 102 participating 
trusts with an average participation of 
$11,723. 


FIDELITY TRUST Co., Pittsburgh: 


We are pleased to report that during 
1948 our trust funds attained an all- 
time, new high. We are now serving 
beneficiaries located in 45 states and 26 
foreign countries. As of December 31, 
we were administering as executor, ad- 
ministrator, guardian, trustee or agent, 
funds totaling over $275,000,000, a net 
increase of approximately $18,000,000. 


+> Common Trust Fund No. 1, used for 
trusts in which we are given unlimited 
investment authority, now has a total 
of $3,818,539 invested for 294 trust es- 
tates. Common Trust Fund No. 2, limited 
to investments authorized by law, now has 
a total of $6,596, 586 invested for 757 
estates. The larger number of trusts 
served by Fund No. 2 is partly due to 
the inclusion of several hundred guar- 
dian accounts. 


ESTATES HELD AS EXECUTOR, ADMINISTRA- 
TOR, GUARDIAN, TRUSTEE, AGENT OR 
ATTORNEY-IN-FACT 


Amount Invested in: 


Stocks & Bonds - 

Mortgages _...____. 

meal Patate 

Common Trust Funds -__. 

Cash and Other Invest- 
ments 


___ $215,090,512.12 

8,883,869.63 
19,088,839.49 
10,415,125.82 


22,009,177.67 


Total __- enna $275 487,524.73 
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PEOPLES First NATIONAL BANK & TRUST 

Co., Pittsburgh: 

During 1948, the total of new wills and 
trust agreements increased 195% over 
last year, representing a total increase 
in dollar volume of over 200%. At the 
end of 1948, trust funds under admin- 
istration of our Trust Division were in 
excess of $160,000,000. 


BERKS CouNTY TrRusT Co., Reading: 


The gross earnings of the Trust De- 
partment amounted to $205,944. The de- 
partment had a substantial net profit, 
but lower than in preceding years. 


During 1948, we terminated and dis- 
tributed the assets of 193 trust accounts 
for a total principal sum of $1,225,268, 
compared with 239 accounts for a total 
of $1,273,820 last year. To offset this 
maturing of trust estates, there were ob- 
tained 171 new trust accounts for a total 
of $1,492,429, compared to last year’s 
report of 164 new accounts for an initial 
value of $2,935,857. 

Book value of individual trusts was 
$32,663,010 on December 31, 1948. Cor- 
porate trusts in the sum of $4,343,008 
were outstanding. There were obtained 
133 wills and 5 life insurance trusts. We 
reviewed and assisted lawyers in revising 
38 wills and life insurance trusts in which 
we previously were named in a fiduciary 
capacity. Total potential trust business 
received in 1948 amounted to approxi- 
mately $8,815,000. 

During 1948, we received in either 
principal or income, a total of $13,516,422 
compared to a total of $12,412,602 in 
1947. We disbursed, either by check or by 
book transfers, in payment of expenses, 
repairs, taxes, distributions or invest- 
ments, a total of $11,811,476, compared 
with $12,792,191 in 1947. 


FIRST 















Pillsbarghs Oldest 
Srouist Company 


ESTABLISHED 1863 


PEOPLES FIRST NATIONAL 


BANK & TRUST COMPANY 
Pittsburgh 30, Pa. 





RHODE ISLAND HOSPITAL TRUST Co., Prov- 
idence: 


The Trust Department had another 
profitable year with a satisfactory growth 
in business. While the number of ap- 
pointments under court authority in var- 
ious fiduciary capacities was substantially 
larger than in 1947, the average amount 
per account was somewhat lower due, 
perhaps, to the growing tax burden. 


























AMERICAN NATIONAL BANK, Nashville: 


The increase in appointments as exe- 
cutor, trustee, etc., received by the Trust 
Department continued in 1948, resulting 
in further satisfactory increases in rev- 
enues, in the value of personal trust as- 
sets under administration, and in the 
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number and size of trusts and agencies 
being administered for corporations. 
Both gross revenues and net operating 
earnings of the Department in 1948 were 
higher than those of any previous year. 


REPUBLIC NATIONAL BANK, Dallas: 


The Trust Department continued to 
grow during the past year. The volume 
of business under its supervision is the 
largest in our history. 


Fort WortTH NATIONAL BANK: 


Our Trust Department is continuing 
its steady growth from the standpoint of 
volume of business, operating revenues 
and services. There was a net increase 
in the value of personal trust assets of 
six percent. This is significant in view 
of the fact that 56 per cent of the total 
new personal trust business acquired 
consists of assets of living trusts which 
will be on our books forever. Gross earn- 
ings showed an increase over the previous 
year of 3.56 per cent. 


—+ The Common Trust Fund, established 
February 1, 1948, has total assets of 
$677,650, with 43 trusts participating. 


First & MERCHANTS NATIONAL BANK, 
Richmond: 


During the year there was received for 
administration a volume of new business 
that far exceeds that of any previous 
year, especially in the field of executor- 
ships. The change-over to the most mod- 
ern electric punch-card equipment en- 
ables the Department to handle its in- 
creasing volume with greater speed and 
accuracy and at the same time to effect 
important savings in future operating 
costs. 


At the same time we have secured new 
will appointments covering a larger vol- 
ume of future new business than in any 
previous year. 
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STATE-PLANTERS BANK & TRUST CoO., 
Richmond: 


Trust business has grown during the 
year. 


First NATIONAL EXCHANGE BANK, Roan- 
oke: 


The Trust Department continues to 
grow. 


NATIONAL BANK OF COMMERCE, Seattle: 


The Trust Department continued its 
growth during 1948. The number of new 
accounts received exceeded those of any 
previous year. Trust assets rose to a new 
high, and trust commissions received 
were the largest in the bank’s history. 
The total value of future business is 
substantially greater than that which 
was secured last year. 


PACIFIC NATIONAL BANK, Seattle: 


The total book value of assets being 
administered by the Trust Department 
at the end of the year was the largest 
since the beginning of the Department. 


The Trust Department’s income in 
1948 was the largest in amount in the 
Department’s history and was 14% 
greater than the income received in 1947. 
The classification of supervisory agency 
accounts showed a healthy increase dur- 
ing the year. 

We have been appointed in the capac- 
ity of executor, co-executor, trustee or 
co-trustee in wills, which, according to 
our estimates, would cover assets having 
a value of several million dollars. 


SEATTLE-FIRST NATIONAL BANK: 


A substantial increase in activity and 
volume was again evidenced in the oper- 
ation of the Trust Department during the 
past year. 


GFPICES 


you in and around 


Rochester, N. Y. 


LINCOLN ROCHESTER 


TRUST COMPANY 
Rochester 3, N. Y. 


Member Federal Deposit Insurance Corporation 


Member Federal Reserve System 





CANADA 


CANADA PERMANENT TRUST Co., Toronto: 


We have had a very active year during 
which assets increased to a greater ex- 
tent than in any other year in history 
except one. In the last eleven years, bus- 
iness has more than doubled. 


CENTRAL TRUST Co., New Brunswick: 


The Net (operating) Profit for the 
year amounts to $39,244. 1948 was the 
best year in our history, with Profits and 
Business at a new high peak, totaling 
$9,785,470. 


NATIONAL TRUST Co., Toronto: 


Net earnings are $652,272, an increase 
of approximately $57,000 over the prev- 
ious year. The assets held for Estates, 
Trusts and Agencies stand at $332,282,- 
824, a net increase of approximately 
$19,438,000 during the year. Both the 
profits and the assets are the highest in 
the history of the Company. As during 
1948, the amount distributed in capital 
account to or on behalf of clients and 
beneficiaries was over $22,000,000, the 
total gross increase in Estates, Trusts 
and Agencies during the year was in ex- 
cess of $40,000,000. In addition the Com- 
pany has made income distributions dur- 
ing the year from Estates, Trusts and 
Agencies of approximately $10,000,000. 
For the Corporate Trust Departments 
the year which has just closed has been 
one of great activity. 


Roya Trust Co., Montreal: 


Expansion of cur Estates and Trusts 
business continued in 1948, and at an ac- 
celerated pace, for the very growth of 
our business from year to year tends, in 
itself, to attract additional appointments. 
Funds and investments of estates, trusts 
and agency accounts under administra- 
tion—at nominal values—were $927,246,- 
623 in 1948 and $918,543,736 in 1947. 


The fact that many of our Management 
Accounts are opened by beneficiaries of 
estates which we have administered and 
distributed, is gratifying. The manage- 
ment of Pension Fund Trusts for Cor- 
porations is a steadily growing depart- 
ment of our business, and one which holds 
promise of expansion. 


TORONTO GENERAL TRUSTS CorpP., Tor- 


onto: 


Total assets under administration of 
$304,946,360 marked a new high in the 
Corporation’s history and an increase 
over the previous year of $4,821,753. Net 
profits increased from $576,822 in 1947 
to $646,876. 


AUSTRALIA 


EXECUTOR TRUSTEE & AGENCY Co. of 
South Australia: 


The gross earnings of the company for 
the year ended 30th September 1948 show 
a substantial increase of £82,810, but this 
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“On the other hand, if you don’t ask 
for a raise, they're perfectly willing to let you 
keep on working for what you're worth!” 


increase was nearly all absorbed in in- 
creased salaries and expenses, which in- 
cluded a grant of £2,000 to the Staff 
Provident Fund. Net profit for the year 
was £11,922, as against £11,163 the 
previous year. 


The value of new business for the year 
ended 30th June last was £1,854,797. This 
is the highest amount that has come to 
the Company in any one year. Realisa- 
tions and distributions were particularly 
heavy and the total Trust Funds under 
the administration of the Company on 
30th June 1948 were £14,734,682, show- 
ing an increase of £240,000 over the 
corresponding date of the previous year. 
In regard to new Wills, the number of 
notifications of the Company’s appoint- 
ment as executor and trustee was the 
highest for any one year in history, and 
about eight times as many as were being 
notified thirty years ago. 


ENGLAND 


District BANK, Ltd., Manchester: 


There has been a steady expansion of 
every class of trustee business during the 
year. 

As the policy of nationalization devel- 
ops, the re-investment of trust funds be- 
comes more complicated and I urge again 
the need for a revision of the invest- 
ment clause in the existing Trustee Act. 


On no section of the community does 
the mass of new enactments press more 
heavily than on trustees. During the year 
they have had to consider the practical 
application of the Finance Act, 1948, 
With its “once for all” Special Contribu- 
tion or Capital Levy. In addition the Na- 
tional Health Service Act, 1946, has al- 
tered fundamentally not only the trusts 
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administered by the Bank in favor of 
hospitals, but has made it necessary to 
consider bequests contained in wills 
which were executed often many years 
ago in favor of the voluntary hospitals. 


MIDLAND BANK Ltd., London: 


Our Executor and Trustee Company 
continues to record expanding business 
and, in order to bring its facilities within 
easy reach of actual and potential clients, 
has proceeded with the policy of opening 
new offices to supplement its country- 
wide representation through the branch 
system of the Bank itself. I am glad to 
be able to testify also to the progressive 
results reported by our affiliated banks in 
Scotland and Northern Ireland. 


NATIONAL PROVINCIAL BANK Ltd., Lon- 
don: 

In order to meet the increasing demand 
for the Bank’s trustee and executor ser- 
vices, we have opened during the past 
year additional trustee branches in 


provincial centres, and others are under 
consideration. This expansion has in- 
volved the creation of a new company, 
National Provincial Channel Islands Ex- 
ecutor and Trustee Company, Limited, to 
enable us to extend the service to our 
Channel Islands customers. The increase 
in this side of our business is a reflec- 
tion of the growing public realization 
that in the face of current legislative 
complexities it is desirable to appoint 
executors and trustees who are able to 
command the services of a suitably qual- 
ified staff. 


A AA 
Lift Trust Profits 


A four-point program to improve 
earnings from trusts was suggested to 
the Missouri Bankers Conference, re- 
cently held at Columbia, by Gilbert T. 
Stephenson, director of trust research 
of the Graduate School of Banking. 


1. Have each trust institution estab- 
lish a uniform system for cost-analyzing 
its trust department as a whole; each 
type of trust business; and each individ- 
ual account. 


2. Have the directors of each trust 
institution adopt its own schedules of 
charges for usual services and specify 
what services it will regard as extraor- 
dinary or unusual for which it will ex- 
pect additional compensation. 


3. Put the trust business on a pay- 
as-you-go basis, as by taking an annual 
commission on principal as well as in- 
come. 


4. Make these schedules of charges 
available to prospective customers and 
their advisers in pamphlet or other 
handy form. 

To develop the full possibilities of the 
trust business in the State, Mr. Stephen- 
son suggested the creation of a joint 
commission of bankers and trustmen to 
study the field and make recommenda- 
tions at the next annual convention of 
the Missouri Bankers Association. 


CHARTERED 1853 


United States Crust Company of New York 


45 WALL STREET, NEW YORK 


~ 


Rin OVER 95 years the efforts of this Company have been 
directed specifically towards the administration of estates and 


trusts and the management of property in all fiduciary capacities. 
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LL banks look pretty much alike 

in the eyes of the public. We must 
look beyond the dollar sign, for all 
banks offer the same basic services and 
one bank differs from another only in 
the way they are rendered. Without the 
invisible asset of public confidence and 
goodwill, we would have no banks! 
Public Relations is not something to 
get around to if you have time, or 
something to delegate to a subordinate 
who has no conception of what it is 
all about. Along with loan and invest- 
ment administration it is becoming the 
most important factor in banking today. 


Our real competition is not other 
banks; it is the failure of people to 
understand the advantages of a bank- 
ing relationship; it is the fear of banks 
which still leads some people to keep 
their money in unsafe hiding places; 
it is the procrastination which keeps 
them from putting their financial affairs 
in order; it is the encroachment of 
government in the field of banking. 


Let us learn well this lesson, that if 
the public has need for a financial 
service and the banks do not provide 
it for them, other private agencies will 
arise to serve them or public agencies 
will be set up by the government. Re- 
cent developments on the part of some 
trust departments and trust companies 
show that this lesson has reached their 
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Beyond the Dollar Sign 


HUMAN AND CIVIC RELATIONS ESSENTIAL TO 


FREE BANKING 


ROBERT LINDQUIST 


Vice President, LaSalle National Bank, Chicago 
Immediate Past President, Financial Advertisers’ Association 


policy-makers. Ways are being found 
to extend trust service, once the ex- 
clusive field for wealthy people, to the 
much greater number of people of more 
moderate means. This recognition of a 
public need on the part of banks will 
undoubtedly forestall the establishment 
of a government agency to provide this 
service, as is the case in a number of 
other countries. 


For Customers and Employees 


The people in your town and mine 
want a pleasant and attractive place 
in which to do business. This doesn’t 
necessarily mean building new banks, 
but doing what thousands of banks are 
doing today in cleaning and brighten- 
ing their present quarters, inside and 
out; installing new light fixtures, cut- 
ting down unfriendly cages; covering 
dingy walls or cold marble with soft- 
woods or bright paint and perhaps 
adding some pictures or photo-murals. 
Above all, the folks in your town and 
mine want to feel a friendly welcome 
in our banks, and they want their busi- 
ness to be appreciated. 


The key to good public relations is 
good personnel. There was a time when 
banks attracted above-average young 
people because bank work carried 


prestige in the community and offered 
greater security and better working 
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“How he can run a bank beats me” 





Reprinted from This Week Magazine—@© 1949 United Newspapers Corp. 









conditions, even though bank salaries 
were usually lower than paid elsewhere. 


Too many banks are lagging in real 
security factors, including pension 
plans, group life, and sickness insur- 
ance. Although most banks have greatly 
improved their salary schedules, stu- 
dents and teachers still consider bank- 
ing as one of the lower paid industries. 






In working conditions, quarters, hours § 





and in many other ways, other indus- 
tries are outdoing banks. 






Our next step must be a training 
program within our banks that will 
prepare employees for the greater re- 
sponsibilities and opportunities ahead, 
not only in doing their jobs but in 
handling people. In too many banks, 
supervisors and department heads are 
picked because of their technical pro- 
ficiency, with no thought of the much 
more important part of their duties in 
handling human beings. 















Community Interdependence 





The progress of our banks is directly 
related to the progress of our towns, 
and we are under obligation to the 
areas from which our business is drawn. 
The outlets for such civic consciousness 
vary greatly. Many banks have been 
leaders in projects for community im- 










provements and for the development f 





of local commerce and industry. In 
agricultural areas, banks are doing 
much to improve production and in- 
come through promotion of _ better 
farming methods, such as soil improve- 
ment, crop diversification, better seed, 
superior breeding and broader markets. 
Such activities are carried on through 
the employment of full-time field agents, 
meetings, demonstrations, motion pic- 
tures, “before and after” displays, 
joint marking, 4-H and FFA projects, 
and many other ways. In cities, banks 
have been leaders in rehabilitation of 
blighted areas, “face-lifting” of busi- f 
ness districts, encouragement of new 
industries, and co-operation with 
schools in lectures and bank visits. 
Many banks are becoming civic 
centers in the truest sense by the pro- 
viding of meeting rooms for local or- 
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ganizations and the use of the banks’ 
lobbies for exhibits of civic projects 
and local products. Bank officers are 
usually among the leaders in local or- 
ganizations and charitable drives. Wise 
bankers are giving much attention to 
youth projects. When carried on earn- 
estly and with an honest desire to be 
helpful, they bring big dividends to 
the bank in the form of publicity and 
goodwill, and the growth of its business 
and profits. 


Advertising and Publicity Steps 


Too many bankers have set up ad- 
vertising and publicity programs in 
their banks and considered that their 
public relations job is done. These es- 
sential tools of public relations can 
magnify greatly our personal efforts 
within our banks and throughout our 
communities, through the magic multi- 
plication of the printed word. 

But first must be built a management 
policy and an _ organization spirit 
which is human, alive, and dynamic. 
If your town has a newspaper which 
is a constructive community force, the 
columns of this paper offer an excellent 
medium for a substantial part of your 


advertising because of the large read- 
ership it is sure to have. In the interest 
of civic welfare, your bank should also 
offer this tangible support to the local 
newspaper. Do not make the mistake, 
however, of considering such advertis- 
ing as just a donation and therefore 
using dull and infrequently changed 
copy. Bring the readers interesting 
news about your bank and the people 
in it. Many banks by this practice have 
found that their ads are as widely read 
as the news columns of the paper, and 
result in much business and goodwill 
for the bank. 

Another form of advertising which 
has been effectively used is an annual 
report to the community, going beyond 
dry figures and emphasizing the many 
human ways in which the bank has 
served during the year. Advertising can 
be of great value to a bank only if it is 
carefully planned and coordinated with 
the bank’s overall business development 
and public relations program. There is 
too much coyness and false modesty 
on the part of many bankers when it 
comes to publicity. It can influence 
public thinking about a bank and, over 
the years, may make the difference be- 





tween success and failure for the bank 
in reaching its objectives. 

We can truly meet our obligation to 
our communities only if we counsel 
with our customers and bring our best 
judgment to bear in helping to solve 
their problems. More than ever before, 
bankers must be courageous in project- 
ing themselves into their communities 
in the role of interpreter of economic 
trends as related to financial needs. 


Based on comments in recent addresses. 
a: 68 


Internal PR Committees 


_ Samuel S. Rodman, vice-president of 
the Hartford-Connecticut Trust Co., 
chairman of the public relations com- 
mittee of the Connecticut Bankers Asso- 
ciation, recently suggested to members 
of the Association that the banks appoint 
a public relations committee within their 
own ranks. The First National Bank and 
Trust Company of New Haven were the 
to inaugurate such a procedure. Dwight 
L. Chamberlain, president of that bank, 
has just appointed a public relations 
committee consisting of three directors 


of the bank. 





The Federal Reserve Bank of Boston 
has developed an ingenious exhibit 
called the Bankorama ‘to show how 
money serves the economy of New Eng- 


to represent loans and _ investments. 
They are routed through models of ba- 
sic industries and retail establishments 
to the consumers. Then the trains re- 
enter the banks marked as “Deposits.” 
The whole cycle traces the flow of 
goods and the money that fianances 
them through the distribution system 
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and graphically emphasizes the impor- 
tance of the banks’ role in the flow of 
money and the opportunity for expan- 
sion in the area. 


The idea had its source in a request 
from the New England Council for an 
exhibit showing economic opportunities 
in New England to be used at the An- 
nual Governors Conference. Worked 
out by officials of the Federal Reserve 
of Boston and an advertising agency, 
the Bankorama was enthusiastically re- 
ceived by more than a thousand of the 


area’s leading businessmen attending the 
Governors Conference. 

Since its first showing, the exhibit has 
been booked in many banks throughout 
New England, and although its use so 
far has been restricted to member banks 
in that Reserve district, no permanent 
policy has yet been established regard- 
ing its possible use by other banks. An 
official of the Federal Reserve of Boston 
commented, “We feel that the Banko- 
rama is a visual education tool of much 
value to the public relations of banking 
in general” 









179 



















The U. S. Department of Commerce 
Survey of Current Business recently 
contained a study of the relative stabil- 
ity of private non-agricultural industries 
during business cycles affecting the 
whole economy. The report on the study 
admitted that it is generally difficult to 
isolate statistically the influence of a 
business cycle from that of trend and 
random factors when dealing with in- 
dustrial data, but defended the findings 
thus: “From 1929 to 1937, however, 
the cyclical movement was so great as 
to overshadow other influences for al- 
most all industries. Even a crude cor- 
rection, therefore, appears adequate to 
isolate reasonably well the effect of the 
business cycle.” 


By taking 1.00 as a figure represent- 
ing the average point of the whole 
business cycle at any given time, and 
plotting the variation above or below 
this figure year by year for each differ- 
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STABLE and VOLATILE INDUSTRIES AFFECTED by CYCLES 


ent industry, the researchers were able 
to validate their groupings in the table 
adjacent, as well as reasonably verify 
the appropriateness of the classifications 
during short recessions such as that 


which occurred in 1937-38. 


This table lists the 60 non-agricultural 
industries distinguished in the National- 
Income-Division industrial  classifica- 
tions in the order of their stability 
ratios, 

Group I (highly insensitive) : 

Tobacco manufacturers. 

Air transportation (common carriers) 

Religious organizations. 

Educational services, not elsewhere class- 
ified. 

Legal services. 

Utilities: electric and gas. 

Insurance agents and combination offices. 

Local railways and bus lines. 

Miscellaneous repair services and hand 
trades. 

Telephone, telegraph, and related ser- 
vices. 

Medical and other health services. 

Highway freight transportation and ware- 
housing. 

Anthracite mining. 

Group II (markedly insensitive) : 

Insurance carriers. 

Personal services. 

Local utilities and public services, not 
elsewhere classified. 

Pipe-line transportation. 

Real estate. 

Food and kindred products. 

Highway passenger transportation, not 
elsewhere classified. 

Printing, publishing, and allied indus- 
tries. 

Business services, not elsewhere classified. 

Engineering and other professional ser- 

vices, not elsewhere classified. 








For prompt, experienced assistance to help 
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Worcester County Trust Company 


TRUST DEPARTMENT OFFICES 
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533 MAIN STREET, FITCHBURG, MASSACHUSETTS 
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Member Federal Deposit Insurance Corporation 


Group III (aver. cyclical sensitivity ) : 


Chemicals and allied products. 
Leather and leather products. 
Water transportation. 
Railroads. 

Paper and allied products. 


Amusement and recreation, except mo. 


tion pictures. 
Wholesale trade. 
Retail trade and automobile services. 
Motion pictures. 


Apparel and other finished fabric prod. 


ucts. 
Services allied to transportation. 
Hotels and other lodging places. 
Radio broadcasting and television. 


Security and commodity brokers, dealers 


and exchanges. 
Banking. 


Group IV (markedly sensitive) : 


Textile-mill products. 


Crude petroleum and natural gas pro. 


duction. 
Bituminous and other soft coal mining. 


Commercial and trade schools and em.- 


ployment agencies. 
Rubber products. 
Furniture and finished lumber products. 
Miscellaneous manufacturing industries. 
Contract construction. 


Group V (highly sensitive) : 


Electrical machinery. 
Nonmetallic mining and quarrying. 


Transportation equipment except auto- 


mobiles. 
Nonferrous metals and their products. 
Stone, clay, and glass products. 


Automobiles and automobile equipment. 


Machinery (except electrical). 


Iron and steel and their products, in- 


cluding ordnance. 
Lumber and timber basic products. 
Products of petroleum and coal. 
Metal mining. 
Finance, not elsewhere classified. 








you meet your trust and business needs in 
busy Central Massachusetts . . 
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N the February installment of this 
hin history, consideration was given 
to the employment of the maximum 
marital deduction and, in that connec- 
tion, a comparison was made between 
the use of a qualifying trust for all in- 
terests, other than the home, personal 
effects and government bonds on the 
one hand, and on the other an out- 
right disposition of an amount equal to 
the marital deduction, after adjustment 
for the aforementioned bonds, that pass 
to the wife as the named beneficiary. 
Now let us see whether better results 
can be obtained by combining gifts 
with the maximum marital deduction 
based on a reduced adjusted gross estate. 


We have a choice among gifts to the 
wife, to either child, to each child, or 
to the wife and children. In the case 
of the wife, a gift can be made outright 
or in trust. If the former method is em- 
ployed the full amount of the trans- 
ferred property will be subject to costs 
of administration and succession taxes 
at her subsequent death. If a qualify- 
ing trust is used, administration costs 
will be eliminated but succession taxes 
will be payable. It is obvious, therefore, 
that even though the transfer costs at 
the death of the estate owner, assuming 
that he dies first, will be reduced by 
such gift, the costs at the subsequent 
death of the wife will absorb a substan- 
tial part, if not all, of the saving effect- 
ed by the gift. If the transfer is made 
by means of an unqualified trust, the 
marital deduction cannot be applied to 
the gift and as a consequence the gift 
tax will be considerably higher. 


Gift Tax Eliminated 


If the gift is made to either or both 
of the children, one half will be deemed 


.to have been made by each spouse if 


adequate consents are filed. There will 
be no tax on the donated property at 
the subsequent death of the wife. This 
then would appear to be the most 
economical method. 
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ESTATE ANALYSIS 


mm ACTION 


by 
HEMAN T. POWERS 


Consideration must be given however, 
to the type of property that the estate 
owner may give away. If he gives any 
of his liquid assets or investible prop- 
erty, the wife’s spendable income, the 
increase of which is our present objec- 
tive, will be impaired. This would leave 
the home, personal effects and the stock 
of the close corporation. It is to be as- 
sumed that the estate owner would want 
his wife to have the home along with 
the personal effects. This stock seems 
to be best suited to our purpose. 


Since it is the wish of the estate own- 
er to pass ultimate ownerhsip of the 
corporation to his son, it seems approp- 
riate to assume that he would choose to 
transfer such stock to his son. For our 
purpose, then, we will assume that he 
transfers to his son all but the aggre- 
gate amount of the exclusions available 
on a gift to his daughter. We will also 
assume that the aggregate value of the 
gifts to the son and daughter will be 
$100,000. This will show: 











Gaees Satete 2 $909,200 
Less gift of stock —........ . 100,000 
Gross estate after gift — 809,000 
Deductions: 
Original 812 (b) deduc- 
ne ee 
Less approximate decreace 
in administration costs be- 
oe a Sree 3,750 
Adjusted 812 (b) deductions 78,290 
Revised Adjusted Gross Es- 
ee SEE Ee. ee 730,910 
Maximum marital deduction 
CMe) scree sh 365,455 
Gross entails 14k 83,300 
Revised Cash Requirements: 
Debts and Claims 15,290 
Cask Bowurete 20,000 
Widow’s or Family Allow- 
CoS ee ED SE Cs 30,000 
Transfer Costs: 
Administration —.. 16,500 
Gross estate tax... 83,300 
99,800 





— 165,090 


Powers System of Estate Analysis, Cleveland 







Cash Requirements Before 

oS ae eae em ae. Sec d 184,520 
Co ones oo. ee $ 19,430* 
Increase in Gross Income 


DPR amanda, $ 583 


Even though a substantial improve- 
ment in the wife’s income can be 
effected by combining a gift of $100,- 
000 with an adjusted marital deduc- 
tion, the income of the wife, exclusive 
of that which might be derived from 
the business, will still be inadequate. 
It is essential, therefore, to “dig” deeper. 


By reference to Schedule II (Febru- 
ary issue), it will be noted that cash 
bequests of $20,000 are included with 
the cash requirements. Not only do 
these compel conversion of estate assets, 
but they likewise absorb investible prin- 
cipal. In the light of this, it might be 
practical to revise the will to the ex- 
tent of providing for payment in kind. 
It might be even more practical to di- 
rect the trustee to set aside a stipulated 
number of shares of the corporation 
stock, or a stipulated amount thereof, 
for the use and benefit of the sister and 
brother during their respective lives and 
to pay over such stock to the son upon 
the death of each life tenant or upon 
the death of the last to survive. This 
revision will provide $20,000 addition- 
al investible funds and at 3 per cent 
will increase the gross income of the 


wife by $600. 


Reducing Fixed Charges 


Up to this point the estate has been 
treated for the factors that will, or 
may, deprive the wife of investible prin- 
cipal, either through taxes or conver- 
sion. The next adverse factor which 
warrants our attention is that of “Fixed 
Charges” against the gross income. By 
reference to Schedule V (February is- 
sue), it will be noted that the fixed 
charges are a little in excess of 54 per- 





*While the gift tax should be included in the 
costs of transfer it is assumed that the gift tax 
will be paid out of current income in which event 
this saving will be net so far as the estate is con- 
cerned. 
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cent of the gross income. Even though 
this ratio has been reduced by the cor- 
rective procedures already given consid- 
eration, the impact .of such charges is 
still substantial. By paying off the mort- 
gage at the time of death, the net in- 
come before taxes will be increased by 
$1,920. On the other hand, the amount 
of the mortgage, in excess of the prin- 
cipal payment already taken into con- 
sideration, or $16,500 ($18,000-$1.500) 
must be added to the cash requirements. 
The net increase in the investible capi- 
tal after the elimination of the cash 
bequests and the payment of the said 
mortgage will approximate $3,500. 
After these adjustments we will have 
approximately $34,470 surplus cash: 





Available cash or equivalents $196,060 
Less Cash Requirements: 
Debts and Claims - 12,790* 
Mortgage _....-.... _.. 18,000 
Widow’s or Family - Allow- 
ance .... a . 30,000 
Transfer Costs: 
Administration 16,500 
Gross Estate Tax _ 83,300 
——— 99,800 
161.590 
Surplus Cash After Liquidation $ 34,470 


*Principal payment of $6500 formerly included 
here is reflected in amount of mortgage shown on 
next line. 
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The spendable income of the wife 
will approximate the following: 


Principal Income 








Amount @ 3% 

Surplus Cash __........_... $ 34,470 $1,034 
Home __. Je ee 0 
Personal Effects —....._.. 22,000 0 
Irrevocable Trust _............ 50,000 1,500 
Revocable Trust —........... 100,000 3,000 
Insurance Trust . 100,000 3,900 
Total Gross Income 

(ex-corporation) oh $8,534 
Fixed Charges (Realty taxes) 751 
Net Income (ex-corporation) $7,783 
Approximate Income Tax 1,308 
Spendable Income —.. . $6,475 
Spendable Income Before Re- 

visions (Schedule VI) ___.. 1,820 
Increase in Spendable 

Income . $4,655* 


Spendable Income Increased 


The spendable income can be in- 
creased still further by revoking the 
life insurance trust and electing the 
life income option in each policy. This 
will add $3,000 depending upon the 
rates shown in each contract. Since pay- 
ments under a life income option are 
non-taxable for income tax purposes, 
the income shown in the foregoing 
schedule as being derived from the in- 
surance trust must be subtracted from 


the net income, in which event the 
spendable income would be: 
Net Income ME Ua pe 
Less Income from Insurance 

Trust _ 3,000 
Net 4.783 
Income Tax 640 
Net 4,143 


*If the amount representing ‘‘Widow’s or Family 
Allowance which has not at any time been consid- 
ered as a source of income, is invested prudently 
by the wife, her net income, at 3% and before in- 
come tax, will approximate $8,683. After income 
tax, her spendable income will approximate $5,900. 


Add Life Income from 


| ERS caer Se 6,000 
Spendable Income __...___. $10,143 


While the revocation of the insur. 
ance trust and the election of the life 
income option will effect a substantial 
increase in the spendable income of the 
wife, the following should be taken into 
account in connection with this proced- 
ure: 


(1) Desirable flexibility will be sac- 
rificed. 


(2) The Life Income option will ab- 
sorb principal that otherwise will pass 
to the daughter. Such absorption will, 
however, be practically offset by a de- 
crease in the taxes incident to the sub- 
sequent death of the wife if the policies 
are qualified for the marital deduction. 


(3) Should the wife predecease the 
estate owner, some part of the insur- 
ance proceeds now in trust will be re- 
quired to liquidate his estate in that 
the marital deduction will not then be 
available. This contingency can, of 
course, be met at the time of its oc- 
currence by a revocation of the option 
and the creation of a new insurance 
trust; or it can likewise be provided 
for by the purchase of new insurance 
to replace the policies that have been 
withdrawn from the trust; or insurance 
can be taken out on the life of the 
wife to fund the increase in the cash 
requirements resulting from her prior 


death. 


While there are a number of other 
corrective procedures which might be 
explored, such as the sale of some part 
or all of the corporation stock to the 
son, employees, or both, I am conclud- 
ing my discussion of this hypothetical 
case hoping that my readers will con- 
tribute their solutions to some of the 
problems. Why not inaugurate a “FOR- 
UM”? 
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ALABAMA 


Birmingham—M. Graham Musgrove 
was named assistant trust officer of 
BIRMINGHAM TRUST NATIONAL BANK. 


Mobile—James B. Gibson was elected 
trust officer and estate analyst of AMER- 
IcAN NATIONAL BANK & TrRusT Co. He 
was formerly with Security Trust Co. of 
Wheeling, West Va. 


CALIFORNIA 


Los Angeles—Rod McLean has been 
elected assistant vice president of the 
UNION BANK & TrusT Co., and will con- 
tinue in charge of the banks and banker 
department and as advertising director. 


COLORADO 


Denver—AMERICAN NATIONAL BANK 
elevated Herman F. Feucht from trust 
officer to vice president; elected W. G. 
McMahan trust officer. Mr. McMahan was 
formerly with the Denver National 
Bank. 


CONNECTICUT 


Meriden—Donald J. Clark and Edgar 
V. Swanson were advanced to vice pres- 
idents and associate trust officers at 
HoME NATIONAL BANK & Trust Co. 


Middletown—In addition to vice pres- 
ident an dtrust officer, Harold E. Murkett 
has been elected cashier of CENTRAL NA- 
TIONAL BANK AND TRUST Co. 


DELAWARE 


Wilmington—New assistant vice pres- 
idents elected by WILMINGTON TRUST Co. 
are: A. W. Birch, Endsley P. Fairman, 
Joseph Rhoads and W. M. Davis. Mr. 
Davis was advanced from assistant treas- 
urer; the others from assistant trust of- 
ficers. W. D. Mertz was made an assist- 
ant trust officer, and William Bradford, 
Jy., assistant comptroller; E. G. Hirsh 
advanced to assistant secretary. 


GEORGIA 


Atlanta—Albert S. Adams, who is in 
charge of the real estate division of the 
trust department of Trust Co. OF 
GEORGIA, was made assistant trust officer. 


ILLINOIS 


River Forest—George F. Camsky was 
named assistant trust officer of RIVER 
Forest STATE BANK. 


INDIANA 


Bloomington—H. Kenneth Eckels has 
been promoted to vice president and 
trust officer of CITIZENS BANK & TRUST 
Co. Ralph J. Nelson was named assistant 
Vice president. 
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TRUST PERSONNEL CHANGES 


Goshen—At SALEM BANK & TRusT Co., 
C. Edwin Stout was promoted to execu- 
tive vice president and trust officer. 


Greensburg—Oscar A. Hurt has been 
appointed trust officer of DECATUR COUN- 
TY NATIONAL BANK, succeeding Robert 
Woodfill, who retired. 


Hammond—CALUMENT NATIONAL BANK 
promoted John C. Agnew to vice pres- 
ident and trust officer; Cyrel W. Melton 
from assistant cashier to trust officer. 


Mt. Vernon—Auburn Stephens was 
elected assistant trust officer of PEOPLES 
BANK & TRusT Co. 

Vincennes—Richard A. McKinley, pres- 
ident of SECURITY BANK & TRUST Co. 
since 1938, relinquished that post to 
Laurence F. Sullivan, formerly executive 
vice president, and became chairman of 
the board. James W. Prather was named 
executive vice president and continues as 
trust officer. 


KANSAS 


Newton—W. C. Claasen was named 
cashier and trust officer of KANSAS STATE 
BANK. 


Wichita—First NATIONAL BANK pro- 
moted John R. Tucker to trust officer and 
W. A. Byerley to assistant trust officer. 


KENTUCKY 


Covington—H. W. Kimmerle, formerly 
cashier and trust officer of First NATION- 
AL BANK & TrustT Co., was elected vice 
president and cashier; H. J. Humpert, 
formerly vice president, elected president 
succeeding E. A. Vosmer; E. B. Dunkle 
named assistant cashier and trust officer. 


Lexington—CITIZENS BANK & TRUST 
Co. promoted Paul Slaton to trust officer. 


Paducah—Former executive vice pres- 
ident and trust officer J. G. Russell has 
been elected president of PEOPLES Na- 
TIONAL BANK, succeeding Robert Reeves, 
named chairman. 





WILLIAM W. WOLBACH 


ELDON E. STARK 


MASSACHUSETTS 


Boston—Eldon E. Stark and William 
W. Wolbach, former trust officers, have 
been elected vice presidents of BOSTON 
SAFE Deposit & Trust Co. John G. Flem- 
ming, Knight Ames, Anson H. Smith and 
John B. Harriman, former assistant trust 
officers, were advanced to trust officers. 

Boston—MERCHANTS NATIONAL BANK 
elected David C. Ewart an assistant trust 
officer. 

Cambridge—Carl A. Friberg has been 
named assistant trust officer of CAM- 
BRIDGE TRUST Co. 

Lexington—Robert H. Holt was elected 
president of LEXINGTON TRUST Co. to 
succeed Norman I. Adams. 


MISSOURI 


Kansas City—K. H. Armstrong has re- 
signed as assistant trust officer of CITY 
NATIONAL BANK & TRUST Co. to become 
trust officer of TRADERS NATIONAL BANK, 
where he succeeds William M. Day. The 
latter resigned to enter private law prac- 
tice. 


NEW JERSEY 


Jersey City—Robert J. Adams has ad- 
vanced to trust officer of the TRUST Com- 
PANY OF NEW JERSEY. 

Newark—J. Wallace Scanlon became 
assistant vice president and assistant 
trust officer of HowaArD SAVINGS INSTITU- 
TION; Fred M. Merdinger, assistant trust 
officer, was made also assistant secretary. 


EXCELLENT OPPORTUNITY 


A large and rapidly growing Northwest Trust 
Organization has an opening for a law trained man 
with Trust business development or estate adminis- 


tration experience. 


Write, stating age, educational and experience 
background, also salary desired. 


Box H-3-6, Trusts and Estates 
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who were recently elected vice presidents of Old Colony Trust Co., Boston. 


Plainfield — Gordon Trowbridge was 
named assistant trust officer of PLAIN- 
FIELD TRUST Co.; Murray W. Randall 
placed in charge of the bank’s new bus- 
iness and public relations department, 
succeeding Louise B. Moyer, who has re- 
tired. 


NEW YORK 


Brooklyn — Whitfield C. Coates has 
been promoted to trust officer at the 
LAFAYETTE NATIONAL BANK. 


New York—-Harold G. Wilson was ap- 
pointed an assistant trust officer of BANK 
OF NEW YorRK & FIFTH AVENUE BANK. 


New York—Frank Wolfe, vice pres- 
ident of CENTRAL HANOVER BANK & 
TRUST Co., retired under the bank’s re- 
tirement plan on March first, after al- 
most half a century with the bank. 
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Known as the dean of corporate trust 
officers, Mr. Wolfe handled a great many 
of the large bond issues under which the 
bank served as corporate trustee. 


New York—Grenville S. Sewall has 
been appointed a vice president of CHASE 
NATIONAL BANK and will serve as asso- 
ciate legal council. Mr. Sewall has been 
a partner in the law firm of Milbank, 
Tweed, Hope & Hadley, and was mayor 
of Rye, N. Y., from 1944 to 1947. 

New York—Robert S. Clarke was elect- 
ed assistant trust officer of the GRACE 
NATIONAL BANK. 

New York—At LAWYERS TRUST Co., 
Robert N. Carson, formerly a trust offi- 
cer, was elected vice president, succeed- 
ing the late Lane F. Gregory as manager 
of the branch office in the Empire State 
building. 


NORTH CAROLINA 






Goldsboro—R. F. Griswold was made 
vice president and cashier and retains 
his position as trust officer at BANK OF 
WAYNE. 

Tarboro—-John J. Mason, trust officer 
of EDGECOMBE BANK & TRUST Co., has 
been elected vice president. 


High Point—At this branch of WACH- 


OVIA BANK & TrRuST Co., Howard T,. 
Lyon was promoted to assistant trust 
officer and assistant secretary. 


OHIO 


Cincinnati—Ralph W. Kohlhoff has 
been advanced to assistant trust officer 
of the First NATIONAL BANK, succeeding 
J. Rawson Collins, elected trust officer 
(as reported last month). Mr. Collins jis 
a graduate of Harvard University and 
the Graduate School of Business Admin- 
istration. During the last war he was a 
Major in Headquarters of the Army Air 
Force. Mr. Kohlhoff is a graduate of 
Xavier University of Cincinnati, and has 
been with the trust department for eight 
years. ° 


Cincinnati—SECOND NATIONAL BANK 
elected Robert Chenal assistant trust offi- 
cer. 


Middletown—Carleton Eldridge, for- 
mer vice president and trust officer, has 
been elected executive vice president of 
the First NATIONAL BANK. Edward W. 
Barker advances to trust officer and as- 


‘sistant cashier. 


Zanesville—Former cashier and trust 
officer William E. Decker became pres- 
ident of the First Trust & SAVINGS 
BANK succeeding T. Frank Luby, retired. 
John M. Dunnick was promoted to trust 
officer, J. Thomas Knowlton to cashier 
and Miss Fay M. Harrod to assistant 
trust officer. 





OREGON 


Medford & Portland — At Medford 
branch of the First NATIONAL BANK of 
Portland, Eugene R. Linville was pro- 
moted to assistant trust officer. At the 
main office in Portland, Allan C. Finke 
and C. Whitney Hastings, Jr., were also 
made assistant trust officers. 
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Mr. Linville has been with the trust 
department since 1938, with time out 
in the Army Signal Corps. Mr. Finke is 
a graduate of the University of Oregon, 
and returned to the bank in 1946 after 
serving as a lieutenant in the Navy. Mr. 
Hastings was admitted to the Oregon 
State Bar in 1937. 

Portland—E. J. Overman, formerly as- 
sistant vice president in charge of trust 
investment research and analysis, was 
made trust officer of UNITED STATES NaA- 
TIONAL BANK. 


PENNSYLVANIA 


New Cumberland—-CUMBERLAND COUN- 
ty NATIONAL BANK & TRUST Co. pro- 
moted P. E. Guyer to vice president and 
trust officer. 

Pittsburgh—Walter T. Schmidt was 
elevated to trust officer at the MELLON 
NATIONAL BANK & TRusT Co. 

Pittsburgh—Donnell D. Reed has been 
elected real estate officer of PEOPLES 
First NATIONAL BANK & TRUST Co. Mr. 
Reed became associated with the real 
estate department of the bank in 1941, 
having previously worked in the: Ases- 
sor’s office, City of Pittsburgh. 


SouTH CAROLINA 


Greenwood — L. L. Erwin was pro- 
moted from cashier and assistant trust 
officer to vice president and cashier of 
BANK OF GREENWOOD; Charles M. Bos- 
well to assistant cashier and assistant 
trust officer. 


TEXAS 


Austin—Former bank examiner Ray- 
mond R. Todd has been elected vice pres- 
ident and trust officer of CAPITAL Na- 
TIONAL BANK. Mr. Todd served as a lieu- 
tenant colonel in the Army Finance De- 
partment. 


Beaumont—FIRST NATIONAL BANK pro- 
moted Benjamin M. Harrison to trust 
officer. Following five years of duty with 
the F.B.I., Mr. Harrison practiced law 
in Houston. 

Dallas—Ralph E. Sott has been pro- 
moted to trust officer of DALLAS NATION- 
AL BANK. 
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SPECIALIZING IN THE SETTLEMENT OF ESTATES 
FOR 62’ YEARS 


Trust Funds over $275,000,000 


FIDELITY TRUST COMPANY 
PITTSBURGH, PA. 


Dallas — Clar- 
ence E. Sample was 
promoted to vice 
president and trust 
officer of the MER- 
CANTILE NATIONAL 
BANK, and Arthur 
: H. Drebing = ad- 
a vanced to trust of- 
ficer. Mr. Sample 
has been with the 
Mercantile Nation- 
al 25 years, and held the position of 
trust officer since 1943. He pioneered the 
forum discussion programs on trusts, 
wills and estates. 

San Antonio — NATIONAL BANK OF 
COMMERCE promoted Luz C. Robalin from 
assistant trust officer to assistant cash- 
ier. 





CLARENCE SAMPLE 


San Antonio—Among other changes at 
BEXAR COUNTY NATIONAL BANK, A. B. 
Crowther was named first vice president 
and assistant trust officer. 


VIRGINIA 


Charlottesville—Francis H. Fife was 
elected trust investment officer at the 
PEOPLES NATIONAL BANK, having former- 
ly been assistant to the trust officer in 
the investment department. 

Richmond — At First & MERCHANTS 
NATIONAL BANK, T. Kenneth McRae was 
promoted to vice president, in the trust 
department. 


WASHINGTON 


Seattle—E. P. Brevig, assistant vice 
president and trust officer of UNIVERSITY 
NATIONAL BANK, has been promoted to 
vice president. 


WISCONSIN 


Oshkosh—FIRST NATIONAL BANK elect- 
ed Clyde W. March an assistant trust 
officer. 


CANADA 


Winnipeg—William Whyte advanced 
from manager of the Winnipeg branch 
of CANADA TRUST Co. to membership on 
the enlarged advisory board of the com- 
pany. W. Archie Bell succeeds him as 
manager. 


BRIEFS 


Los Angeles, Cal.—In celebration of 25 
years’ service with UNION BANK & TRUST 
Co., lately in charge of the bank’s trust 
department files, Miss Mildred V. Carling 
was recently presented with a _ wrist 
watch by president Ben R. Meyer. 


Hartford, Conn. — A. Wallace Cud- 
worth, associated trust officer of TRAV- 
ELERS BANK & TRUST Co., completed 25 
years with the institution last month. 

Chicago, Ill.—Louis W. Fischer, vice 
president in the personal trust depart- 
ment of AMERICAN NATIONAL BANK & 
Trust Co., has been made treasurer and 
a director of Evangelical Hospital of 
Chicago. 

Chicago, Ill.—A total of 526 First 
NATIONAL BANK old-time employees at- 
tended the dinner party given on Feb- 
ruary 21 for members of the bank’s 
Quarter-Century Club. The membership 
includes 410 employees and 139 pension- 
ers with more than 25 years’ service. 
Henry H. Benjamin, assistant vice pres- 
ident of the trust department, served as 
toastmaster. 

Woodstock, Ill.— First NATIONAL BANK 
OF WoopsTockK has been granted trust 
powers under the Federal Reserve Act. 


Galveston, Tex.—J. E. Meyers, vice 
president and trust officer of UNITED 
STATES NATIONAL BANK, has been elect- 
ed treasurer of Galveston Chamber of 
Commerce for 1949. 
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MERGERS 


Bridgeport, Conn. — BRIDGEPORT-CITY 
‘Trust Co. has taken over by merger the 
NortH END BANK & TrRusT Co. 

Lake Charles, La—DLAKE CHARLES 
BANK & Trust Co. has been converted 
into the GULF NATIONAL BANK AT LAKE 
CHARLES. T. H. Watkins is president; 
D. B. Harmon, cashier and trust officer. 

Jackson, Miss. — CAPITAL NATIONAL 
BANK and JACKSON-STATE NATIONAL 
BANK have consolidated under the char- 
ter of the latter and title of First Na- 
TIONAL BANK OF JACKSON. 

Albuquerque, New Mex.—ALBUQUER- 
QUE NATIONAL BANK is the new name of 
the Albuquerque National Trust & Sav- 
ings Bank. 

Philadelphia, Pa.—Directors of the 
SeconpD NATIONAL BANK and of TIOGA 
NATIONAL BANK & TRUST Co. have ap- 
proved a proposal under which Second 
National will purchase the assets and 
assume the deposit liabilities of Tioga 
National. Officers and personnel will re- 
main. 


FIDUCIARY ASSOCIATION 
ELECTIONS 


Corporate Fiduciaries Assn., Group III 
Pennsylvania Bankers Assn.: 


Pres.: George M. Rhodes, Scranton 
Lackawanna Trust Co., Scranton 


V.P.: W. L. Goeckel, Second National 








1894 


MARYLAND 
Trust Company 


BALTIMORE 





"Member Federal Reserve System 
Since 1917 


1949 


Bank of Wilkes-Barre 


Sec.-Treas.: John E. Watt, (re-elected) 
Security Trust Co., Stroudsburg 


LIFE INSURANCE-TRUST 
COUNCIL ELECTONS 


North Jersey 
Pres.: Marvin V. Henkel, CLU, Mutual 
Benefit Life, 744 Broad St. 
V.P.: Daniel L. Reiber, Merchants & 
Newark Trust Co. 

2 V.P.: C. W. Mercer, Massachusetts 
Mutual Life, 1180 Raymond Blvd. 
Sec.: John W. Kress, Howard Savings 

Institution, Newark 
Treas.: William C. Beardslee, Lincoln 
National Life, 1172 Raymond Blvd. 


Richmond, Virginia (Organized June 
1948) 
Pres.: L. B. Gunn, State-Planters Bank 
& Trust Co., Richmond 
V.P.: Knox Turnbull, CLU, Provident 
Mutual Life, Charlottesville 
Sec.: Howard D. Goldman, 
Northwestern Mutual Life 
Treas.: W. B. Jacobs, Central National 
Bank 
Milwaukee (Wis.) 
Pres.: S. M. Driessen, Marshall & IIs- 
ley Bank 
V.P.: T. Westley Tuttle, Northwestern 
Mutual Life 
Sec.-Treas.: J. Windsor, Connecticut 
General Life 


CLU, 


Executive Committee (until 1952): 
John C. Geilfuss, Marine National 


Exchange Bank, and Merlin F. 
Heilig, Equitable Life Assurance 
Society. 


IN MEMORIAM 


Dr. BENJAMIN ANDERSON, JR., profes- 
sor of banking at the University of Cal- 
ifornia at Los Angeles and one of the 
country’s leading economists, formerly 
economist of the CHASE NATIONAL BANK 
of New York. 

C. LEROY VAN CLEEF, assistant cashier 
and trust officer of SECOND NATIONAL 
BANK, Somerville, N. J. 





Complete Trust Service in GEORGIA 


Operations Officers Meet 


The Trust Operations Officers Asso. 
ciation of Philadelphia has_ elected 
George C. Robinson, trust operations 
officer of Fidelity-Philadelphia Trust 
Company, as president. Harry Hauck, 
assistant trust officer of City National 
Bank, was named vice-president, and 
George H. Renninger, assistant vice 
president and trust officer of Real 
Estate Trust Company, was appointed 
secretary and treasurer. Organized five 
years ago under the sponsorship of the 
Corporate Fiduciaries Association of 
Philadelphia, the primary purpose of 
the T.0.0. group is to afford the oper. 
ating officers of the large and medium- 
sized trust companies an opportunity 
of meeting together once each month to 
discuss mutual problems. At the pres. 
ent time it has 22 members, and it in- 
tends to remain small in order that the 
discussions may be kept on an informal 
basis. 


A discussion leader is selected to con- 
duct each luncheon meeting. During 
the past year the following topics were 
discussed : 


Expense control 
Control of miscellaneous assets 


Procedures for handling life insur- 
ance and annuity contracts 


Amortization of bond premiums 


Procedure for handling rights and 
stock dividends 


Nominee registration of securities 
Stop payment orders 

Execution of proxies 

Procedures for charging commissions 
Vault procedures 


Estates liabilities 


These meetings have produced valu- 
able ideas for improving trust operating 
procedures and efficiency. 

















through eleven offices in six cities 


THE CITIZENS &. SOUTHERN 
NATIONAL BANK 
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Using Marital Deduction with Life 
Insurance, Endowments and An- 
nuity Contracts 







EDWARD N. POLISHER. Taxes, Feb. 







This is a comprehensive review of the 
taxability of life insurance for Federal 
estate tax purposes and the requirements 
to qualify it for the marital deduction. 
Following an outline of the types of in- 
terests considered to pass from a decedent 
to his surviving spouse, the author de- 
votes a page and a half to the special 
rules governing community property. He 
then takes up the three exceptions to the 
terminable-interest rule (which would 
ordinarily disqualify the marital deduc- 
tion), namely: common disaster clause, 
trusts with power of appointment, and 
life insurance with power of appoint- 
ment. 



















Turning to the latter, the article cor- 
relates the law’s new provisions with the 
Senate Finance Committee’s report, and 
sets forth the types of optional settle- 
ments which will qualify for the marital 
deduction. The law and proposed regula- 
tions leave unsettled the question as to 
the divisibility of proceeds payable under 
a single contract so as to qualify only 
part of the total. It is suggested that 
where this is desired the company should 
be requested to reissue the policy in two 
separate contracts. 

















The remaining topics discussed cover 
purchase of an annuity by the executor, 
indebtedness against. policies, source of 
payment of Federal tax, and gifts of 
insurance. 









Primer on Charitable Foundations 





MILTON ROSS. Taxes, Feb. 






The current inquiry into alleged abuses 
of charitable trusts as a tax avoidance 
device makes this article most timely. 
After summarizing the rules imposed by 
statute, regulation and judicial decision 
pertaining to qualification of charitable 
foundations as an estate tax-avoidance 
device, the author discusses the nature 
of the donee organization as the key 
determinant of deductibility. Important 
considerations include internal organiza- 
tion, nature and source of income, com- 
petitive commercial activity, destination 
of funds and salaries. 













While the legitimately conceived and 
Operated charitable foundation should 
continue to be a useful device, the author 
indicates that the courts find no difficulty 
in disregarding technical statutory com- 
pliance in order to protect the revenue. 
In addition to measuring compliance by 
tracing the actual destination of earn- 
ings, the courts may extend the Clifford 
doctrine relating to control. 
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NOTES ON CURRENT LITERATURE 


Provision for Payment of Death Tax- 
es 


ALBERT W. KENNON, JR. The 
Banker, Jan. 


Tarheel 


One of the least stressed phases of 
estate tax planning is the provision for 
designating the property which shall be 
reduced by Federal and State death 
taxes. Briefly reviewing the incidence of 
such taxes, in the absence of contrary 
directions by the testator, the author of- 
fers the text of three clauses for: (1) 
payment of taxes out of residuary estate; 
(2) apportionment of the tax burden; 
and (3) locating the burden under an 
inter vivos trust. 


Validity of Assignment of Remainder 
Interest : 


JEROME B. SHERMAN. New York Law Jour- 
nal, Feb. 8-10. 


Many a beneficiary of remainder inter- 
ests under wills and trusts has regretted 
assigning his interest for much needed 
cash and later attempted to set aside the 
transfer on the ground of inadequate con- 
sideration. In these cases, the court is 
confronted with conflicting public pol- 
icies: one favoring freedom of alienabil- 
ity of property, the other underlying the 
laws against usury. 

Generally the transaction takes the 
form of an absolute assignment of a 
future interest, with no promise to repay 
the amount advanced, but this does not 
prevent the court from scrutinizing the 
transfer to determine whether it was 
in reality a “loan.” In arriving at a de- 
cision the courts consider many factors: 
rate of return, risk involved, contingency, 
nature of estate assets, security, age and 
health of parties, and “overreaching.” 


Tax Implications of Termination of 
Pension Plans 


BYRON J. HARRILL and SAMUEL A. MIL- 
LER. Taxes, Feb. 


The prospect of lower earnings in the 
future poses to employers with funded 
pension plans the question of reducing 
benefits, suspending contributions or 
terminating their plans. Taking a hypo- 
thetical case, the authors discuss the fac- 
tors to be considered in choosing among 
the alternative courses of action. Termin- 
ation is likely to result in tax penalty. 
As between the other two possibilities, the 
mere fact that suspension of contribu- 
tions would not at the present time re- 
quire a redetermination by the Commis- 
sioner under Section 165(a) of the Code 
should not be the controlling factor.. The 
decision should be governed by the best 
interests of the employer from the long- 
term standpoint, the pros and cons being 
outlined in the article. 
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Problems in Federal Taxation Raised 
by Pennsylvania Principal and Income 
Act of 1947: Univ. of Pennsylvania Law 
Review, Feb. 


The Estate by the Marital Right, by 
George L. Haskins: Univ. of Pennsyl- 
vania Law Review, Feb. (An historical 
review of one spouse’s rights in the 
estate of the other.) 


The Incompetent and His Guardian in 
the Conflict of Laws: Columbia Law Re- 
view, Jan. 


Estate and Gift Tax Provisions of 
Revenue Act of 1948, by Stanley S. Pearl- 
stein: New York Law Journal, Jan. 17 
to 24. 


Some Aspects of Estate Planning in 
Tennessee, by Alec B. Stevenson: Van- 
derbilt Law Review, Feb. 

Multiple State Taxation of Intangibles 
of Nonresident Decedent since Aldrich 
Case, by Warren Freedman: Notre Dame 
Lawyer, Fall 1948. 

Summary Settlement of Small Estates, 
by Harry S. Fox: Wisconsin Law Re- 
view, July. 
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rvinciotes of URBAN REAL ESTATE 


By Arthur M. Weimer ond Homer Hoyt 


CONCISE explanation of economic principles and business 
practices underlying the successful operation of urban real 


The administration of real estate resources is analyzed with 
respect to development, production, financing, and marketing. This 
volume is an up-to-date summation and aids in answering questions 
which arise whenever a parcel of urban real estate is bought, sold, 
rented, improved, mortgaged, or taxed. It provides an everyday 
guide to activities of real estate departments of financial institutions 
and operators. It points out and clarifies the full range of physical 
factors which affect property value and income. $4.75 
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INCOME TAX payer and assessed deficiency. proceedings is admissible. Although not cite 

Capital loss deduction allowed to trust. HELD: Income is taxable to taxpay- conclusive, finding of New York Surro- death 

: ; _7T i famil hiv f gate must be weighed along with other ; 

Trust had gross income, in 1940, of er- to sustain a family partnership for ‘ : sali er ir 
‘ toe eaideenes Caeiekiee tos babden of evidence. Method of valuation relied 

$16,836 and net capital loss of $5,104. re pay ; upon by Surrogate consisted of capital. § estat 

Operating expenses were $3,777, thus showing that members of family taken ,. : : : _ E becor 
2 ‘ 2 : : izing earnings attributable to intang 

leaving distributable income of $7,955, into partnership either invested capital jpje assets adjusted for “capital em. § that 

psn NaS : - J p ; 

which was allocated to the beneficiaries, originating with them or substantially ployed.” Use of earnings over repre. § conti 

mother, son and daughter, who paid in- contributed to control and management sentative period, rather than peak period HI 

dividual income tax thereon. Commis- of business or otherwise performed vital prior to decedent’s death, is acceptable f lit 

sioner restored capital loss item to additional services. Here capital contrib- for indicating fair market value. Plaut § ° , 

distributable income and constructively uted to partnership originated with tax- v. Smith, U.S.D.C. Conn., Jan. 6. pal 

distributed the $5,104 among the three payer by way of gift to trust. Beneficar- Girt Tax ndet 

beneficiaries. This resulted in deficiency, ies were minors who contributed no ser- ; stand aia ian 

for one beneficiary at least, which he vices whatsoever. Maiatico v. Comm., 12 Valuation of trust rece’ for purpose el 

paid and then brought suit for refund. T.-C. No. 20, Feb. 9. of exclusion where principal may be used. i 

' Taxpayer created trust of $17,325 for — ™e& 

When capital loss was suffered by trust s ; nal - 2 Esta 
in 1940 taxpayer and sister offered to eparate trusts, not single trusts, cre- benefit of six persons in 1943 and made 

Ret Rte ee nen cee scabies ated by will. Decedent, who died in 1938, additional transfer of $12,900 to trust in § 12, I 
= Soaige ; ; left residue of estate in trust for eight 1944, Net income was payable to bene- 

of mother’s Saree. Trust income was nephews and nieces with instructions to ficiaries in equal shares. As each bene- Re 

divided accordingly. trustees that trust be managed as a unit. ficiary attained age of 60 years, he was |“ ” 

HELD: First, method of computing For years 1939 and 1940, fiduciary re- (ety : 7 estat 

issuer > , to receive a proportionate share of trust ‘ 

distributable income as followed by turn was filed showing amount of net , child 
: rains aig , estate. Trustees were authorized to use 

trust was correct. Under Section 23 (e) income distributed to each beneficiary. EF ; . cede! 

Oar —— : ‘ principal to provide for proper mainten- : 

of Code, an individual may deduct losses Commissioner determined that there was ie . life 

. 4 . d as ; only one trust created and assessed de- nce of beneficiaries or for emergencies, J. . 

nm eh Jags — me oe ae cole vend ficiency. Trustee brought suit for re- but not more than $1,000 for any bene- ‘ly 

oe ho peace hyped gh on t, fund. ficiary in a single year. Payments thus a 

— ca een eee eal va trust HELD: Refund granted. Assessment ™ade out of principal were to be de- ree 

sree Nein “’ vn eo ‘as nor by Commissioner on basis that only one ducted from share of principal upon rel 

cae eer cS at e ved = trust was created was erroneous. Will reaching age of 60. Chil 
come of @ trust shal de computed in created eight separate trusts and intent Grantor’s gift tax return showed no 

the same manner as in the case of an f testator was to provide distinct and : ; Ce 
eee % , , Ca PEOvVics Gistine: & tax due because of belief that exclusions 

individual.” Thus, capital loss is de- 1 int in th tive bene- . whe: 
. , several interests in the respective bene of $3,000 per beneficiary exceeded 

ductible from gross income before ar-  ficiaries, rather than joint interests. osluidae a ht wits, es ees ly o 

riving at distributable income. Provisions of will regarding amount, P nag t & l £ $30.000 lifetime | 2° 

Second, offer of brother and sister to date of termination and final disposition #1 SOF Part OF all 0" satis weet 

he: ; ; of interests of eight nephe dq exemption.) Commissioner contended 

stand loss is not authorized for income : 8 s phews an : rae desi; 

t Distributable ; + nieces were not uniform. These and that exclusion was limited to value of i 

rg ts re gi in See ‘aa c other facts such as the use of the word trust income because gift of principal the 

fici . . fund i ae cme © “trusts” in other portions of the will was a future interest not entitled to oS 

aioe « Pwr ph psey ~ a asiS. indicated testator’s intention to create $3,000 exclusion. In computing value -. 

“aes ee v. Fans, U.S.D.C., 80 Fed. Sup. multiple trusts. Lane v. United States, of gifts of trust income, Commissioner 

sh U.S.D.C. E.D. Mo., Nov. 30. also contended that principal should be inte 
P } ° ; , i jere 

Trust not recognized as member of Cost basis of inherited stock determ- ee ane begs hess ae Con 

partnership. Taxpayer created four ir- jned by reference to the net worth of 2¥norized to withdraw tor use 0 trus 

revocable trusts, one for each of his assets. In 1938 taxpayer sold part of ficiaries. 8 
children. His wife was named trustee. his holdings of common stock of Lehn HELD: Commissioner sustained. Ex- 

Trust property consisted of unimproved & Fink, which he had inherited from clusion of $3,000 for each donee applies a 

non-income producing land. A few days his father in 1915, realizing a gain of only to gifts of present interests. Right ‘. 

following creation of trust, taxpayer $133,836. Basis used by taxpayer was of each beneficiary to receive income } ™ | 

and his wife as trustee, and others, $14,894. Subsequently taxpayer contend- constituted gift of present interest since ‘cag 

entered into a partnership agreement in = that Pg 7 gaa re gente each donee had right to its immediate _ 

order to facilitate erection of improve- ee See: See a eee enjoyment, and exclusion would only - 

taxpayer brought suit for refund on . : sig? 

ments on the property and thereby rend- basis of $2,942 per share. Commissioner apply to present value of income. How- od 

er it income producing. For years 1942 ten Ay . : ever, because of provision giving trus- er 

. contended basis was $247.75 per share, : Ada: f her 

and 1943 net rental income of $16,105 ihe value accepted by New York State tees right to use principal to extent 0 * 

and $29,360 respectively was reported [nheritance Tax department at time of $1,000 each year for each donee, there in 

in partnership return, and in accord- father’s death. was possible encroachment on principal ~ 


ance with partnership agreement was 
distributed to wife as trustee. Commis- 
sioner contended income belonged to tax- 
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HELD: Correct basis is $309.36 per 
share. Supplementary stipulation based 
on New York State Inheritance Tax 





of $6,000. Present value of income 
would therefore be determined on basis 
of possible diminished value of princi- 
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pal. On this basis, present value of each 
of gifts was approximately $104 for 
1943 and about $265 for 1944. Exclu- 
sions are limited to those amounts. Kniep 
y. Comm., C.C.A.-8, Feb. 10. 






ESTATE TAX 






Life estate conditioned on survival as 
widow taxable in husband’s estate. De- 
cedent, at age of 62, created a trust 
which provided that income be paid to 
his wife during his life and after his 
death, provided, however, she was his 
wife at time of his death. At decedent’s 
death about 15 years later, Commission- 
er included life estate of wife in his 
estate on ground that it would not have 
become absolute until husband’s death; 
that until his death, her interest was 
contingent and defeasible. 


HELD: For Commissioner. Transfer 
of life estate was intended to take effect 
in possession and enjoyment at or after 
decedent’s death. Life estate became an 
indefeasible interest only upon death of 
grantor, because as long as decedent 
lived there existed contingency that they 
might become separated by divorce. 
Estate of Corbett v. Comm., 12 T.C. No. 
12, Feb. 9. 



























Remainder under compromise of dow- 
er rights is not includible in widow’s 
estate. Under will of decedent’s husband, 
children were left entire estate, and de- 
cedent was left only her dower right to 
life interest in one third of estate. Pro- 
vision for wife was in conflict with state 
law (Nebraska), which vested in her 
one-third of husband’s estate absolutely 
instead of only dower interest in one- 
third. Wife claimed one third outright. 
Children contended law was_ invalid. 

Compromise settlement was effected 
whereby wife received $100,000 absolute- 
ly out of one third and life income in bal- 
ance of one third, which was placed in 
trust with a restricted power in her to 
designate by will from among the de- 
scendants of herself and her husband 
the successors to the balance remaining 
at her death. Subsequently, Nebraska 
Supreme Court decided that a widow 
was entitled only to dower right of life 
interest in one third. Upon wife’s death 
Commissioner determined principal of 
trust was includible in her gross estate. 


HELD: For taxpayer. Taxability de- 
pended on whether decedent was to be 
deemed owner of one third of estate 
of her deceased husband. Nebraska law 
vested in her only right of dower. Com- 
promise agreement was made in lieu of 
her dower rights and although actually 
signed by her merely served to release 
her dower, and vested in the trustees 
her dower or life interest. Children came 
into remainder interest by reason of be- 
ing heirs of their father and owners 
of that remainder according to Nebraska 
law. They did not take it, for Federal 
tax purposes, by transfer or purchase 
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from mother. Estate of Reed v. Comm., 
C.C.A.-8, Dec. 28. 


Personal property of non-resident de- 
cedent must have permanent situs to be 
taxed. Decedent, a citizen of Canada, 
left there with her husband, about No- 
vember 15, 1942, for the Bahamas where 
it was her custom to spend five or six 
months each year. She was in poor 
health and planned to stop a_ short 
while at Winter Park, Florida, in order 
to break the journey to Nassau. While 
there, decedent was confined to bed by 
poor health and, after suffering a heart 
attack, she died there December 17, 
1942. 

At time of death, decedent had a case 
with her containing jewels valued at 
$30,000. and clothing and other personal 
items worth $1,000. Commissioner 
claimed these items should have been 
included in her estate and assessed de- 
ficiency. Executor brought suit for re- 
fund. 


HELD: Refund granted. Under Sec- 
tion 861 of Code, the only property of 
a non-resident which is subject to estate 
tax is property situated within United 
States, including stock of domestic cor- 
poration regardless of where certificates 
thereof are physically located. Jewelry 
and other personal property that dece- 
dent had with her were physically sit- 
uated within the United States, and 
would appear to have acquired a situs 
here. However, situs for purpose of 
estate tax connotes a certain degree of 
permanency which was absent in this 
case. Property was only fortuitously 





present in United States at time of own- 
er’s death. Murchie v. Delaney, U.S.D.C. 
Mass. Jan. 25. 


Trust includible in grantor’s estate 
where power to change beneficiaries re- 
tained. Taxpayer created six revocable 
trusts in 1923, one for each of his chil- 
dren, with bank as trustee. By amend- 
ment, power of revocation was relin- 
quished but grantor still reserved power 
to designate as beneficiaries any _ per- 
sons bearing certain relationship to 
named beneficiaries. In 1934, to elimin- 
ate then trustee, and to continue the 
trusts, grantor’s son was made sole 
beneficiary of all of outstanding trusts. 
In 1934, as sole beneficiary, son executed 
a declaration of trust in favor of his 
surviving children and himself. Upon 
decedent’s death in 1940, Commissioner 
included trust property in his estate. 
Estate contended that in 1934 an entirely 
new trust was created by decedent’s son, 
which served to cancel any powers fe- 
served by grantor. 

HELD: Commissioner sustained. 
Grantor merely revised original agree- 
ment. There was a retention of right 
to change beneficiaries and thus of an 
incident of ownership, which would 
render trust property part of decedent’s 
estate under statute. Estate of Mac- 
Manus v. Comm., C.C.A.—6, Jan. 31. 
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“Those who expect to reap the bless- 
ings of freedom must bear the fatigues 
of supporting it.”—Tom Paine. 
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AssETs — Administration — Execu- 
tor Should Include In Account Pro- 
ceeds of Settlement of Death Case 


Massachusetts—-Supreme Judicial Court 


Sullivan v. Sullivan, 1949 A.S. 145; Feb. 7, 


1949, 


This was a death case, decedent having 
been killed in 1941. The executors col- 
lected damages for the death, but did 
not include them in their account. 


HELD: The son and next of kin of 
the decedent had the right to have the 
proceeds of the death claim included in 
the account and distributed to him, even 
though his father had disinherited him. 
The probate court has jurisdiction to 
settle the account of an executor or ad- 
ministrator as to money received by him 
which is not a part of the general assets 
of the estate. 


ACCOUNTING — Court — Decree 
Will Not be Reopened to Amend 
Values 


New York—Appellate Division, Fourth Dept. 
Matter of Nelson, 85 N. Y. S. (2) 29. 


The administrators c.t.a. sought to 
open a decree on accounting entered in 
1930 on the ground that the decree 
charged them with inventory values 
whereas they should have been charged 
with market values as of the accounting 
date, which were considerably lower. 
Commissions had been taken in the 1930 
accounting based on the higher inven- 
tory values. The administrator c.t.a. re- 
lied on Sec. 20, subdivision 6, S.C.A. 
which permits the Surrogate to vacate 
a decree where there was a.mistake or 
clerical error. 


HELD: There was no mistake or cler- 
ical error which warranted the setting 
aside of the decree. If there was any er- 
ror, it was an error of judgment or a 
mistake as to legal rights, which are er- 
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rors of law and not within the purview 
of Sec. 20 (6) S.C.A. Furthermore, the 
administrator is guilty of laches in al- 
lowing seventeen years to elapse before 
making this application. 


AssETS — Administration “G” 
Bonds Payable to Beneficiaries on 
Death Belong to Estate 


Missouri—Supreme Court, Div. No. 2 


Union National Bank v. Jessel, 215 S. W. (2d) 
474. 


In 1939 husband wife executed a joint 
and mutual will whereby they agreed 
that the survivor of them should have a 
life estate in the other’s property and 
should devise the residue thereof, to- 
gether with his or her own property, in 
trust for their children and grandchil- 
dren. Upon the wife’s death in 1942, the 
husband administered upon her estate. 
Thereafter the husband purchased cer- 
tain United States Series “G” Bonds with 
funds of his own and funds which came 
to him from his wife’s estate. These 
bonds were payable to the husband and at 
his death to certain named children. 


Upon the husband’s subsequent death, 
his executor filed this declaratory judg- 
ment suit, the purpose of which was to 
determine whether the bonds passed to 
the trust under the husband’s will or 
went direct to the children named on the 
face of the bonds. The trial court ordered 
the named children to cash the bonds and 
deliver the proceeds to the trustee named 
in the husband’s will to be held as part 
of his testamentary trust. 


HELD: Affirmed. In a declaratory 
judgment action, the court has the right 
to construe the instrument and grant re- 
lief analogous to specific performance in 
order adequately to declare and enforce 
the rights of the parties. In so doing it 
is not going contra to the rule that 
United States Treasury Bonds are gov- 








erned by the laws of the United States 
and Regulations of the Treasury De. 
partment. 

NOTE: In view of the circumstances 
of this case, it would seem that Missouri 
should be classified among the states 
which follow the rule that the Federal 
law and regulations control with respect 
to the disposition of the property interest 
in United States Government securities 
in the ordinary case. For collection of 
authorities, see 168 A.L.R. 245. 


CHARITABLE TRusTs — Gift to Non- 
existent Charity Fails — No Cy 
Pres 

Washington—Supreme Court 

Horton v. Board of Education of Methodist 

Protestant Church, 200 P. (2d) 748. 

Dexter Horton died in 1904 leaving 
a part of his estate in trust for the 
maintenance, support and education of 
his granddaughter, Ida Briggs, and 
authorized the trustees to use so much 
of the principal for such purposes as 
they deemed necessary. The will provided 
that after the death of Ida Briggs the 
unexpended principal and interest, if any, 
be paid to the Methodist Protestant Uni- 
versity at Kansas City, Kans. Ida 
Briggs died in 1945. 

At the time of the execution of his 
will the testator was a trustee of the 
university and it was an active, going 
educational institution. In 1913 the uni- 
versity entered into an agreement with 
Campbell College whereby a new corpora- 
tion was formed and all of the assets 
of the respective corporations were to 
the transferred to the new corporation. 
Thereafter the university did not own 
any properties theretofore owned by it, 
and the university existed in name only. 
In 1926 the new corporation entered into 
an agreement with the United Brethren 
and the Board of Education of the Meth- 
odist Protestant Church whereby the 


parties made conveyances and assign- ' 


ments to the church, and thereafter the 
educational institution was maintained 
by the Church of the United Brethren. 

The defendant Methodist Protestant 
Church claimed to have acquired by as- 
signments all of the right, title and in- 
terest of the university in and to the 
trust fund. The question before the court 
was whether the trust funds in the hands 
of the trustee should be paid to the 
residuary legdtees of Dexter Horton or 
to the Board of Education of the Meth- 
odist Protestant Church. 

HELD: The funds should be distrib- 
uted to the residuary legatees of Dexter 
Horton. It was the primary purpose of 
Dexter Horton to provide for his incom- 
petent granddaughter, by authorizing the 
trustees to use all of the principal and 
interest of the fund for that purpose, if 
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necessary. It was not his intent that the 
university should have a vested interest 
in the fund at the time of his death; the 
fund was not to vest in the university un- 
til the death of Ida Briggs, at which time 
the trustees were instructed to pay to the 
university all of the unexpended prin- 
cipal and interest, if any, remaining in 
the fund. 

It being impossible to carry out the 
purpose of the testator, the law pre- 
sumes that the testator intended the be- 
quest to revert to his estate. The cy pres 
doctrine could not be applied, there being 
nothing in the will which could be con- 
sidered as expressing a general charitable 
intent, but to the contrary, the bequest 
was made specifically to the university. 


CLaiMs — Contract to Devise — 
Specific Performance Denied 


New Jersey—Supreme Court 

Robertson v. Hackensack Trust Co., 63 A. (2d) 

515. 

Complainant seeks specific performance 
of an oral contract by the terms of 
which she allegedly was to receive all 
the property of her parents in return for 
her caring for them during their lives. 
She introduced evidence to show that in 
reliance on her father’s promise she had 
given up her home and job to fulfill the 
commitments which she made to her par- 
ents. Testimony was also introduced to 
the effect that the father during his life 
had indicated that the property would 
some day belong to the complainant 
whereupon she would be well off. Evi- 
dence was introduced by the executor of 
estate proving that complainant had not 
lived with nor cared for her father dur- 
ing the last two years of his life but had 
remarried and moved West. 

HELD: Specific performance denied. 
Complainant failed in two respects. First, 
a contract to devise must be proved by 
clear and convincing evidence. This she 
did not do. Secondly, even if she did 
establish the oral contract she could not 
recover on it since the evidence adduced 
showed that she failed to perform her 
part of the contract in that she did not 
care for her father until his death. 


CLaims — Implied Contract to Pay 
for Services Rendered Must be 
Clear 


Washington—Supreme Court 
Ross v. Raymer, 132 Wash. Dec. 131. 


This action was brought to recover the 
value of services performed and ex- 
penses incurred for the benefit of the 
deceased. Plaintiff alleged that he ren- 
dered services to the deceased, as exe- 
cutrix of the estate of her deceased hus- 
band, consisting of consultations, advice 
and assistance performed for her bene- 
fit, in connection with the management 
of a seed store that was a part of her 
husband’s estate. The decedent had no 
business training and was unable to cope 
with the situation imposed upon her by 
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reason of her husband’s death. Plaintiff 
was a long time friend of the decedent. 


The evidence is not clear whether de- 
cedent originally sought the plaintiff’s 
assistance or whether he volunteered aid. 
Several months after rendering the ser- 
vices plaintiff wrote to the decedent 
claiming out-of-pocket expenses of $82.45 
and $500 for services rendered. The de- 
cedent replied to the effect that the 
plaintiff had offered as a friend to advise 
her and that it had never occurred to her 
that he intended to present a bill for 
services. She requested the plaintiff to 
itemize his out-of-pocket expenses. The 
record does not disclose that the plaintiff 
answered the decedent’s letter or that he 
ever gave an itemized statement of the 
alleged expenses as requested. The de- 
cedent died about two years after the 
correspondence took place and the plain- 
tiff then filed his claim against her estate. 


HELD: Judgment for plaintiff re- 
versed with direction to dismiss the 
action. An essential element of an implied 
contract to pay for services rendered is 
that it must appear, clearly and con- 
vincingly, from the evidence that the 
services were rendered under such cir- 
cumstances as to indicate that the person 
rendering or furnishing them did so with 
the expectation that he would be paid 
therefor, and that the party to whom the 
services were rendered then expected or 
should have expected to pay for them. 

Facts did not support recovery by the 
plaintiff upon the theory of an implied- 
in-fact promise to pay for the services 
rendered. The circumstances indicated 
that the plaintiff originally tendered his 
advice to the decedent as a friend of long 
standing with no expectation of claiming 
compensation and that he first decided 
to make a charge seven or eight months 
after the need for his help had ceased. 


COMPENSATION — Co-Executor En- 
titled Only to Fee Based on Ser- 
vices 


Massachusetts—Supreme Judicial Court 


Richardson v. Wolcott, 1949 A.S. 169; Feb. 8, 
1949. 


One of the two co-executors was in the 
Far East on government service during 
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the period of the settlement of the estate. 
The account contained an item of $2,600 
for his share of the fee. The probate 
judge disallowed it entirely, and he ap- 
pealed. 

HELD: One of several executors or 
trustees is entitled to compensation only 
for services performed by him. While 
ordinarily the question of compensation. 
is for the probate judge and his de- 
cision will not be reversed unless plainly 
wrong, in this case, considering all the 
evidence, the executor was entitled to 
$500 for the services performed by him. 


DISTRIBUTION — Adopted Child Does 
not Take Share of Bequest for 
“Children” 


Connecticut—Supreme Court of Errors 
Morgan v. Keefe, 63 A. (2d) 148. 


The testatrix gave the residue of her 
estate to the plaintiff in trust to pay the 
income to her sister. Upon the death of 
the sister certain sums were to go to 
charitable institutions and the remainder 
of the estate was to continue in trust, 
the net income to be paid to two nephews 
and a niece. Upon the death of any of 
the last named beneficiaries, the trust 
was to continue for the benefit of their 
“children,” if any. 

The will was executed in 1931. The 
testatrix died in 1936, and the _sister 
in 1946, whereupon her life estate ter- 
inated. One of the nephews, Dudley, died 
in 1942 leaving one child, Juanita, who 
had been legally adopted in 1939, nearly 
three years after the death of the testa- 
trix. The question is whether Juanita 
succeeded to the trust created for her 
adoptive father. 


HELD: No. It was not the intention 
of the testatrix to include an adopted 
child of nephew Dudley as a beneficiary 
under her will. At the time of his mar- 
riage in 1925, Dudley was an incom- 
petent person and under a conservator- 
ship which continued until a few months 
before Juanita was adopted. At no time, 
of course, did the testatrix know of the 
adoption, and at no time did she know 
that Dudley intended to adopt a child. 
At no time during the lifetime of the 












testatrix did Dudley or his wife intend to 
adopt a child. 


Whether an adopted child can take un- 
der a provision in a will for children is 
a matter of intent; he cannot take unless 
an intent to include him definitely ap- 
pears from a reading of the will in the 
light of the surrounding circumstances, 
and the fact that the adoption occurred 
subsequent to the death of the testator 
is a circumstance of great weight. 


—Staff Digest 
DISTRIBUTION — Conditional Lega- 
cies — Performance by Legatee 


Prevented by Decedent’s Death 


California—District Court of Appeal 

Estate of Nathan, 89 A.C.A. 885 (Jan. 24, 

1949). 

Nathan’s will gave to Fanny Heitman, 
described as a maid in his household, 
$5,000 “in the event she shall have been 
in my employ during the five years fol- 
lowing the date of this will ***.” The 
will was dated February 6, 1945. Nathan 
died August 14, 1946. Fanny Heitman 
was in decedent’s employ at the time of 
his death and it was stipulated that she 
was ready, able and willing to continue 
for five years following the date of the 
will. 


Section 142 of the California Probate 
Code provides as follows: 

“A condition precedent in a will is 
one which is required to be fulfilled 
before a particular disposition takes 
effect. It is to be deemed performed 
when the testator’s intention has been 
substantially, though not literally, 
complied with. Nothing vests until 
such condition is fulfilled, except 
where fulfillment is impossible, in 
which case the disposition vests, un- 
less (1) the condition was the sole 
motive thereof, and (2) the impossi- 
bility was unknown to the testator or 
arose from an unavoidable event sub- 
sequent to the execution of the will.” 
HELD: Order denying distribution of 

the legacy to Fanny Heitman reversed. 
By reason of the provisions of this 
statute, a strict and literal interpreta- 
tion of the language of the will would 
not be applied. Legatee is entitled to the 
legacy, her service having been inter- 
rupted only by the testator’s death, ren- 
dering further fulfillment impossible. 


DISTRIBUTION — Date of Determina- 
tion of Heirs 


Pennsylvania—Supreme Court 
Farmers Trust Co. v. Wilson, 361 Pa. 43. 


Testatrix, by will dated in 1906, pro- 
vided that if her husband survived her, 
he was to receive her residuary estate 
for his use for life, and at his death, the 
estate was to go to her heirs at law. She 
died in 1918. At the date of her will and 
at her death, her nearest of kin was her 
sister. In 1932, the husband conveyed his 
interest as life tenant in testatrix’s real 
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estate to testatrix’s sister, who, with her 
husband and her daughter, conveyed it 
to the sister’s son and his wife. After 
the husband’s death, his executor brought 
ejectment against the son and his wife, 
claiming a one-half remainder interest 
as the testatrix’s heirs-at-law. 

The defendants contended that the 
phrase “heirs at law” should refer to 
the heirs at law at the date of the will. 
At the date of the will, a husband was 
not an heir, but by the Intestate Act of 
1917, he was made an heir, to the extent 
of one-half of his wife’s estate. Judg- 
ment in favor of the husband. 


HELD: Affirmed. Words employed to 
express testator’s intent are to be in- 
terpreted according to the law in effect 
at the testator’s death, unless the will 
contains a clearly expressed intention to 
the contrary. A devise to the heirs at 
law of the testator will be construed as 
referring to those who are such at the 
time of testator’s decease unless a differ- 
ent intent appears from the will. Here, 
testatrix committed the question of who 
should take to the law itself, and the fact 
that the husband was given a life estate 
does not exclude him as an heir if in fact 
he proved to be one at his wife’s death. 


(Note: By the Act of June 29, 1923, 
21 P.S. 11 and by the Wills Act of 1947, 
20 P.S. 180.14, the time for the ascer- 
tainment of heirs is postponed to the 
death of life tenant. These acts were not 
retroactively applicable to the present 
will.) 


DISTRIBUTION — Illegitimate Child 
May Inherit from Maternal Aunt 


United States—District Court, D. of C. 
Wilson v. Charlent, decided Jan. 11, 1949. 


Trustee sought instruction for distri- 
bution of property under a will. The will 
provided that the residue of the estate 
be paid over to two sisters residing in 
Belgium, provided payment could be made 
free from tax or confiscation, but if it 
was impossible to make such payment 
the trustee was directed to retain the 
residue for a period of five years, and if 
the restrictions were not lifted by that 
time the trustee was directed to dis- 
tribute the residue to others. In the 
event either of the two sisters should be 
deceased her share should be paid to her 
heirs at law. 


Both sisters survived the testatrix, but 
died during the five year period. The 
testatrix had another deceased sister who 
was the mother of the two defendants. 
One defendant was born out of wedlock 
and the sole question is whether an il- 
legitimate child of a mother may inherit 
property from a sister of his mother. 


HELD: The property is properly dis- 
tributable in equal shares to the two 
defendants. The Congress intended that 
the illegitimate child, insofar as inher- 
itance is concerned, is to be considered 
in all respects as the child of its mother. 








It would be highly artificial to draw a 
distinction between property of which the 
mother was seized and possessed at the 
time of her death and the property of 
which she would have become seized and 
possessed had she lived. 


DISTRIBUTION — Income Payable to 
A During Life of B Goes to A’s Es. 
tate if He Predeceases B 


Massachusetts—Supreme Judicial Court 


Hussey v. Hussey, 1948 A. S. 1243; Dec. 29, 
1948. 


The will created a trust to pay 8/10 of 
the income to Pauline for life and the 
other 2/10 to Rosamund and Margaret, 
or the survivor, during the life of Paul- 
ine. On Pauline’s death the principal was 
to be divided three ways. Rosamund died 
first, and Margaret two years later. Paul. 
ine was still living. The question was 
what happened to the 2/10 of the income. 


HELD: The income went to the per- 
sonal representative of Margaret during 
the remainder of Pauline’s life. It did 
not go as intestate property, since this 
would run counter to the rule that where 
a testator makes a will he is presumed 
to have intended to dispose of all his 
property. Likewise it would not go to the 
remaindermen because they did not take 
anything until after Pauline’s death. 


DISTRIBUTION: — Joint Bank Account 
Not an Advancement 


Colorado—Supreme Court 


Albers v. Young, No. 16052, decided Nov. 8, 
1948. 


Decedent opened a joint bank account 
in the name of himself and Louise Albers, 
his daughter. He made two deposits and 
no withdrawals. All deposits were made 
from the funds of the decedent. There re- 
mained in the account at the death of the 
decedent $2,626. The question for decision 
is whether or not this is an advancement 
to the daughter and must be brought in- 
to hotchpot. 


HELD: An advancement is a perfect 
and irrevocable gift. The donor must ir- 
revocably part with his title, and title 
must have become vested in the donee. 
irrevocable gift. Decedent had not ir- 
revocably parted with his title. There 
was no surrender by the donor of 
all control and dominion of the funds. 
The account is, therefore, not an ad- 
vancement and passes to the daughter un- 
der the law authorizing joint bank ac- 
counts. 
DISTRIBUTION — Renunciation of 

Legacy by Judgment Debtor Held 

Ineffective 


New York—Court of Appeals 
Matter of Wilson, 83 N.E. (2d) 852. 


A judgment was recovered against 
Wilson in 1929. His mother died in 
March, 1945, bequeathing him one-third 
of her residuary estate. Ten months after 
the death of Wilson’s mother he was re- 
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ich - proceedings from disposing of his inter- 
at the Mest in the estate, having testified on Jan- 
rty of Buary 29, 1946, that he had a one-third 
2d and Minterest in his mother’s residuary estate. 

On February 4, 1946, Wilson filed a re- 

nunciation of the legacy in the Surro- 
ble to gate’s Court. The Surrogate’s Court of 
’s Es- B Westchester County and the Appellate 

Division for the Second Department held 
i that the renunciation effectively barred 
Yec. 29 fp the judgment debtor from recovering the 

; judgment out of Wilson’s interest in his 
/10 of mother’s estate. 
id the HELD: Reversed. The renunciation 
garet, | was ineffectual. A legatee has a reason- 
Paul. & able time within which to accept the leg- 
1l was — acy. During this period of time the pre- 
d died — sumption is that he will accept and he 
Paul. § has a property right which he may be 
1 was — forbidden to dispose of by restraining 
come, § order in supplementary proceedings. The 
» per: approximately ten months elapsing be- 
uring tween the date of death and the filing of 
+t did & the purported renunciation constituted a 
» this reasonable time within which to renounce 
where the legacy and Wilson is, therefore, 
umed deemed to have accepted it. What con- 
ll his @ Stitutes a reasonable time within which 
-o the @ t® renounce varies with the circum- 
take | stances. A shorter period will apply 
4 where the effect of renunciation will be 
to prevent satisfaction of a judgment. 
‘count — Furthermore, the judgment debtor’s tes- 
timony in the supplementary proceedings 
indicated that in his own mind he had ac- 
oo cepted the legacy. 

DISTRIBUTION — Widow’s Estate En- 
count titled to Accumulated Arrears in 
bers, Stipulated Payments 
; and Pennsylvania—Supreme Court 
made Moyer Estate, 361 Pa. 18. 
ns ne Testator gave his residuary estate to 
Sale Trustees to pay the income to his wife 
saeail for life, with the direction that she should 
t ine receive at least $200 a month, principal 

to be consumed if needed to make up the 

; amount. By codicil, his wife was author- 
rfect ized to occupy his residence on which the 
t 1t- & carrying charges were to be paid by the 
title trustees out of the income. The widow 
nee. & lived for nearly 21 years after his death, 
- 1% & during which time the aggregate month- 
here @ ly instalments due her amounted to 
of BH $52,400. The total amount of principal 
nds. Hand income during that period was 
ad- $23,500, plus the value of the residence. 
un- There was evidence that the widow had 
ac- not asked for the full $200 a month in 
order to conserve the estate. 
of At her death, there was due her 
Ield $31,600. Her personal representative 
claimed the assets in satisfaction of the 
balance due the widow, while the re- 

Maindermen under testator’s will con- 

tended that the widow’s claim expired 
inst With her death and any unconsunied por- 

in tion of the principal belonged to the re- 
hird Maindermen. The lower court awarded 
fter the balance to the widow’s personal rep- 
re resentative. 
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HELD: Affirmed. The widow had re- 
frained from demanding $200 to con- 
serve the estate for her own benefit and 
was, therefore, not estopped. No demand 
for principal was required because the 
testator fixed a certain monthly sum, and 
the trustees were required to comply 
without any request from the widow. If 
the widow had had merely a power to 
consume principal, a request for prin- 
cipal by her would have been necessary. 


GiIFTs — Joint Bank Account Held 
Not A Gift 


New Jersey—Superior Court, Chancery Division 
Bianchi v. Bedell, 63 A. (2d) 273. 


Testatrix’s will provided that her resid- 
uary estate be equally divided among her 
three children, George, Arnold and 
Gladys. During her lifetime she had cre- 
ated three joint bank accounts, two in the 
names of herself or Gladys and one in the 
name of herself and Gladys. Proof 
showed showed that all deposits and with- 
drawals were made by testatrix and that 
bank books were in her exclusive control. 
Gladys contends that she is the owner of 
the amounts on deposit in these joint ac- 
counts, arguing that testatrix had made 
inter vivos gifts of these amounts to her. 


A will, which testatrix had executed 
five years prior to her last one and which 
had been revoked, was put into evidence 
since it contained a statement asserting 
that all the money in the joint account be- 
longed to testatrix and that she desired 
such funds to pass under her will, the 
account having been opened in the two 
names merely as a matter of convenience. 


HELD: Inter vivos gift were not estab- 
lished. The amounts on deposit at testa- 
trix’s death pass under the residuary 
clause of her will. To sustain an inter 
vivos gift it is necessary to show both a 
donative intent and a surrender of dom- 
inion and control. Neither of these ele- 
ments was established to the satisfaction 
of the Court. While a prior will cannot 
make any disposition of the estate, it is 
evidentiary as to the testatrix’s intent 
with regard to the alleged gift. 


Girts — No Delivery of Bankbooks 
to Establish Gift Causa Mortis 


Missouri—Supreme Court, Div. No. 2 
Genteman v. Sutter, 215 S. W. (2d) 477. 


This was a suit by one claiming to be 
a donee against the alleged donor’s execu- 
tor to establish a gift causa mortis. The 
alleged donor, prior to leaving her home 
for a hosiptal only three days prior to her 
death, handed certain savings account 
passbooks to the plaintiff, the alleged 
donee, saying: “These are my bank books 
and if I do not come back, they are 
yours.” Plaintiff placed them in the purse 
of the deceased, where they remained un- 
til the deceased’s death. After leaving 
her house deceased never referred to the 
bank books though. she did inquire if her 


purse was safe. Judgment for the execu- 
tor. 


HELD: Affirmed: There had never 
been a delivery sufficient to invest donee 
with title, as it was never out of the 
power of the donor to repossess the prop- 
erty and as the deceased had possession, 
control and dominion over the bank books 
at the time of her death. 


INVESTMENTS — Release by Benefici- 
ary Not a Bar to Surcharge 


New York—Appellate Division First Dept. 
Matter of Hildreth, 85 N. Y. S. (2d) 829. 


The executor-trustee allocated certain 
mortgage participations which it owned 
to the estate and trust in 1930. The 
Banking Law then in force made such in- 
vestments illegal unless prompt notice 
was given to each income beneficiary 
showing not only that the investments 
were mortgage participations but also 
that there was self-dealing. No such no- 
tice was given. The beneficiary had execu- 
ted a release in 1931 to which was an- 
nexed an account which described these 
investments as mortgage participations 
but made no'disclosure as to self-dealing. 
There was evidence that the beneficiary’s 
attorney learned of the disclosure in 
1934. In 1932, the beneficiary notified the 
executor-trustee of her dissatisfaction 
with the investments but took no further 
action until the accounting by the execu- 
tor-trustee in 1939. 


HELD: The executor-trustee is sur- 
charged with respect to the mortgage 
participations. The release executed by 
the beneficiary in 1931 is no bar because 
neither she nor her attorney at that time 
were apprised of the self-dealing char- 
acter of the investments. The beneficiary 
is not estopped by reason of her not tak- 
ing affirmative action to surcharge the 
fiduciary after notifying it of her dissat- 
isfaction with the investments. 


JURISDICTION — Scope of Orphans’ 
Court’s Authority on Sale of Realty 
by Fiduciaries 

Pennsylvania—Supreme Court 
Thompson Estate, 360 Pa. 566. 


Testatrix, in her lifetime, granted an 
option for the purchase of her real es- 
tate at $30,600. After her death, her 
executrices, under a power of sale in the 
will, sold the same real estate for $38,000, 
and thereupon filed a petition in the 
Orphans’ Court to have their purchaser 
and the optionee show cause why the 
executrices’ sale should not be consum- 
mated. The respondents answered, and 
the lower court refused to order the com- 
pletion of the sale to the executrices’ pur- 
chaser. The executrices appealed. 


HELD: Affirmed. This hybrid petition 
sought an order of sale, cancellation of 
the option, and a declaratory judgment. 
Since the will contains a power of sale, 
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the Orphans’ Court has no authority to 
approve the sale and direct a conveyance. 
The Orphans’ Court has exclusive juris- 
diction to determine the validity of the 
option, but it must be done in a specific 
performance proceeding and not in a col- 
lateral proceeding or by declaratory 
judment. 


MorTGAGEs — Liabilities of Mort- 
gagee Receiving Assignment of 
Rents Purporting to be in Special 
Trust 


Rhode Island—Supreme Court 
Koury v. Sood, Dec. 10, 1948. 


The mortgage being seriously in de- 
fault, the mortgagee took an assignment 
of all rentals which recited that it was 
made “Upon special trust” to collect and 
apply the rents to the payment of the 
mortgage indebtedness, to pay taxes and 
insurance premiums, to make payments 
for such repairs as mortgagee considered 
necessary and to pay the balance, if any, 
to the mortgagor. Acting under this as- 
signment the mortgagee managed the 
property for several years and never re- 
ceived sufficient net tents to restore the 
mortgage to good standing. The mort- 
gagee then sold and transferred the mort- 
gage and its rights under the rental as- 
signment to a third party. 


In a proceeding brought by the heirs 
of the mortgagor for an accounting and 
to enjoin foreclosure, the complainants 
questioned the validity of the transfer of 
the rent assignment and claimed that the 
words “In special Trust” in the rental 
assignment made the mortgagee a trus- 
tee for the benefit of the mortgagor un- 
til the indebtedness secured by the mort- 
gages was fully satisfied and argued that 
as trustee the mortgagee could not dele- 
gate the performance of his duties to an- 
other and that the transfers of the mort- 
gages and rent assignment were unlawful 
and constituted a breach of trust. 


HELD: The inclusion of the words 
“Upon special trust” in the rent assign- 
ment did not alter the true intent and 
purpose of parties in executing the as- 
signment which, in the light of all the 
circumstances existing at the time it was 
given, is to be construed as a rent assign- 
ment given by mortgagor to mortgagee 
as additional security for the payment 
of the mortgagee’s claim. No true trust 
was created. The mortgagee’s position 
under the assignment was. equivalent to 
that of a mortgagee in possession, with 
the same right to transfer the mortgage 
and its interest in the rents as is ordi- 
narily possessed by a mortgagee in pos- 
session. 


Powers — Appointment — Inten- 
tion to Create 


Washington—Supreme Court 
Lidston’s Estate, 132 Wash. Dec. 406. 


Testator directed his executor to sell 
the property comprising his estate and 
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after paying debts to pay eight specific 
bequests as far as possible while the 
funds permitted, in the order given. Fol- 
lowing the specific bequests the will pro- 
vided “I further direct my executor to 
dispose of any balance after the afore- 
mentioned gifts have been paid according 
to his wise discretion.” The executor, in 
his final report, announced his intention 
to exercise his discretion by dividing the 
residue of the estate among Esther Lid- 
ston and her two sisters, who were the 
beneficiaries named under the first spe- 
cific bequest made in the will. Esther was 
mentally undeveloped, and if it ever be- 
came necessary to make provision for her 
care beyond that provided in the will, it 
would probably have to be done by her 
two sisters. The testator had, in several 
conversations with the executor, ex- 
pressed concern for the care of Esther. 
The trial court ruled that the residuary 
clause was not a legal testamentary de- 
vise or bequest, that its language was in- 
definite and that the decedent should be 
regarded as having died intestate as to 
that portion of his estate. 


HELD: Reversed. It was the testator’s 
manifest intention to authorize and direct 
the executor to dispose of the balance of 
his property in any manner that his wise 
discretion should dictate. The testator put 
the residue of his estate at the absolute 
disposal of the executor. He effectively 
created a general power of appointment 
capable of being exercised by the execu- 
tor in favor of anyone, including himself, 
without restriction as to the estate or in- 
terest appointed. 


PowErRsS — Limitations — Sale of 
Real Estate Contrary to Request 
of Heir Set Aside 


Pennsylvania—Supreme Court 
Noonan Estate 361 Pa. 26. 


The Supreme Court affirmed the de- 
cision of the Superior Court, reported in 
87 TRUSTS AND ESTATES 238, in an opin- 
ion stressing the fact that if a fiduciary 
is guilty of self-dealing, the question of 
intent and adequacy of price is imma- 
terial. 


REAL PROPERTY — Oral Agreement 
to Apply Devised Realty Not 
Proved 


Pennsylvania—Supreme Court 
Brenneman Estate, 360 Pa. 558. 


Testatrix was survived by three sons, 
Louis, Robert, and John. Her will gave 
small legacies to John and his daughter, 
Virginia, one-third of real property and 
one-third of the residue to Robert, and 
two-thirds of real property and two- 
thirds of residue to Louis, and named 
Louis executor. Without the joinder of 
his wife, Louis executed two declarations 
of trust, one in 1933 with respect to one- 
half of his two-thirds of the residue in 
favor of John for life and remainder to 
John’s daughter, Virginia, and shortly 


afterward, without regard to the rights 
of Virginia, Louis transferred the assets 
of the trust to John absolutely; the sec. 
ond declaration was made in 1935 cover. 
ing his two-thirds interest in the real 
property in favor of John and Virginia 
as before. This declaration recited a con- 
sideration of $1.00, while the 1933 de. 
claration stated it was in pursuance of 
an oral agreement with testatrix. Louis 
thereafter paid one-third of all of the 
rents to John. 


Louis died in 1940, and the 1935 de- 
claration was found in his papers relat- 
ing to the estate, but only a copy of the 
1933 declaration was ever found. Louis’ 
widow claimed an undivided one-sixth in- 
terest in the real property on the ground 
that her share in lands aliened by her 
husband in his lifetime without her join- 
der was the same as her share in the 
lands of which he died seised (20 PS 31). 
The lower Court sustained her claim, 
and John and Virginia appealed. 


HELD: Affirmed. The appl'cable prin- 
ciple of law is that when a testator makes 
an absolute devise with an oral agree- 
ment with the devisee to apply the de- 
vised estate to a lawful purpose, the trust 
will be enforced, not to carry out the oral 
agreement, but rather to prevent unjust 
enrichment. However, there is no proof 
that there was an oral agreement in re- 
spect to the real property covered by the 
1935 declaration. There is no inference 
that the 1935 declaration was made under 
an oral agreement similar to the one re- 
cited in 1933 declaration; the absence of 
such a recital in the 1935 declaration in- 
dicated there was no such agreement. The 
declaration of trust and the payment of 
rents to John may be consistent with an 
oral agreement, but do not prove its exis- 
tence; they could have been voluntary 
acts arising from motives of his own. 


SPOUSE’s RIGHTS — Claim for Wid- 
ow’s Support Must be Made in 
Reasonable Time 


Tennessee—Supreme Court 
Burris v. McConnell, 216 S.W. (2d) 10. 


Administratrix excepted to the allow- 
ance of a year’s support to widow be- 
cause application had not been made un- 
til approximately 14 years after dece- 
dent’s death. Code Section 8231 provides 
that the Commissioners “shall set apart 
so much of the crops, stock provisions, 
monies on hand or due, or other assets, 
as may be necessary for the support of 
such widow and her family after the ex- 
piration of 1 year after the decease of her 
husband.” 


HELD: For administratrix. The stat- 
ute contains no limitation of time within 
which application for the year’s support 
must be made. However, the right to an 
allowance may be barred by failure to 
claim it within a reasonable time. Under 
the facts herein, fourteen years was not 
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, reasonable time. The widow did not 
tlaim this allowance for a year’s support 
gntil the present litigation was begun 
asking an accounting from her as execu- 
trix of her husband’s estate. It is a fair 
inference that the present litigation 
comes from the enmity created by prior 
litigation. 

The policy of the law is directed to a 
settlement of estates with dispatch. This 
being true it would seem to follow that 
even though no limitation period was 
fixed by the Legislature they contem- 
plated an application for a year’s allow- 
ance within the time required for the 
final settlement of the estate of the dece- 
dent, facts and equity so warranting. 

—Staff Digest 


TAXATION — Estate — Community 
Interest of Decedent Veteran’s 
Wife is Taxable 


New Mexico—Supreme Court 

Dillard v. New Mexico State Tax Commission, 

201 P. (2d) 345. 

This was a proceeding against the 
State Tax Commission for the correction 
of assessments or allowance of exemp- 
tions from taxes on war veterans’ prop- 
erty. Involved was the status of commun- 
ity property for tax purposes. 

HELD: 1. The wife’s interest in 
community property is a vested interest. 

2. The tax exemption allowed a veter- 
an applies only to the taxes on his half 
interest in the community property—the 
wife’s interest being subject to tax. 


3. The fact that, by statute, the wife’s 
interest in community property goes to 
her husband upon her death and may not 
be disposed of by will, gives the husband 
no greater right in community property 
than the wife has. 


4. The State’s right to direct disposi- 
tion of property is unlimited. The right 
to transmit property is not fundamental 
but is a right granted by statute. It may 
be given and may be taken away. The 
right to make a will is not a property 
right but a statutory right. 


WILLs — Construction — “Each” as 
Meaning All 


Florida—Supreme Court 
Sherley v. Johnson, 38 So. (2d) 121. 


The testator by his will created a trust 
for the benefit, among others, of his 
grandchildren, directing the trustees to 
“hold in trust the share of each of said 
children until each shall have become 21 
years of age, at which time” the trust 
should terminate and distribution be 
made to the grandchildren. By codicil it 
Was provided that “my trustees thereto 
shall not turn over to the respective bene- 
ficiaries their respective portions of the 
body of said estate until each shall have 


become 30 years of age.” Suit was’ 


brought by one beneficiary who had 
passed her 30th birthday, contending that 
distribution of her share should be made, 
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notwithstanding that the remaining 
beneficiaries were not yet 30 years of age. 
By a 4 to 3 decision, it was 

HELD: The word “each” as used in the 
codicil was a distributive adjective pro- 
noun implying individuality and separ- 
ateness so as to require distribution to 
each beneficiary severally upon attaining 


‘the required age, instead of postponing 
distribution to any until all had reached. 


the designated age. 


WILLs — Construction — Prior De- 
cree is Res Judicata 


Indiana—Appellate Court 
Messner v. DeMotte, 81 N.E. (2d) 900. 


Testator by will set up a trust fund 
for the use of certain life beneficiaries, 
and at the death of any life beneficiary, 
that portion of the fund from which the 
life beneficiary had received his income 
should go to his children, but if any 
should die without children alive, then 
such a share should go to the other bene- 
ficiaries. 


The administrator for the sole heir of 
the only child of a life beneficiary, which 
child had predeceased the life beneficiary 
but was alive at the testator’s death, sued 
the trustee to recover a share of the trust 
fund. Previously the trustee had filed a 
petition requesting the court to construe 
the will, since another life beneficiary 
had died at that time leaving children, 
but which life beneficiary also had one 
child living at the testator’s death who 
had predeceased the life beneficiary leav- 
ing a wife and three children. The court 
ruled that any child of a life beneficiary 
alive at the testator’s death took an in- 
defeasible interest, and the widow and 
children were entitled to a share of the 
trust. The child of the life beneficiary 


whose interest was in question in~ the 
present action was a party to the former 
action by the trustee. The lower court 
held in favor of the administrator. 

HELD: Affirmed. The previous decree 
construing the interests under the will 
was rendered by a court of competent 
jurisdiction dealing with a very similar 
problem and was res judicata to all par- 
ties joined therein until set aside by 
direct action. 


WILLs — Probate — Attesting Wit- 
nesses Must Sign Together in Pres- 
ence of Testator 

Tennessee—Court of Appeals 

Eslick v. Wodicka, 215 S.W. (2d) 12, cert. 

den. by Supreme Court. 

Hipsh signed his will in the presence of 
Eslick. No other person was present. 
After the will was signed, Eslick told 
Hipsh that he must have two witnesses. 
The testator stated that he wanted Scott 
and Jackson to witness his will. Eslick 
and Hipsh went to the Publie Square 
where they located Scott, who signed the 
will as one of the attesting witnesses. 
The next morning, Jackson signed the 
will as a witness in the presence of the 
testator and Eslick. Scott was not pres- 
ent. 

A few days later, the testator, Jackson 
and Scott met casually and Hipsh 
“thanked” them for signing his will. They 
stated in substance, that they were glad 
to do it. The paper writing was not pres- 
ent at this meeting. 

HELD: The purported will was not en- 
titled to probate. Under Code Sections 
8098.1 to 8098.9, the attesting witnesses 
must sign in the presence of the testator, 
and of each other. While the testator may 
“sign” or “acknowledge his signature al- 
ready made,” no such latitude is given to 


“He willed his heart to science --- and the 
last | heard, they're still looking for it” 





the witnesses. The fact that the legisla- 
ture gave the testator the alternative of 
signing himself or acknowledging his 
signature already made in the presence 
of attesting witnesses, and did not give 
such alternative to the witnesses, clearly 
shows that the legislature never intended 
for the witnesses to a will to be allowed 
to sign separately, and then acknowledge 
in the presence of the testator and in the 
presence of each other that such signa- 
tures, already made, were their signa- 


tures. 
—Staff Digest 


WILLs — Probate — Hypothesis of 
No Undue Influence is Incorrect 


Nebraska—Supreme Court 
Farr’s Estate, 35 N. W. (2d) 489. 


On ground that will was obtained by 
undue influence, jury verdict was against 
will. 


HELD: Affirmed, overruling several 
earlier Nebraska cases in which it was 
stated that “the circumstances of its exe- 
cution are inconsistent with any hypothe- 
sis but undue influence.” The contestant 
is entitled to have considered by the jury 
all evidence and all inferences reasonably 
to be drawn from the evidence. To hold 
that a hypothesis or inference that there 
was no undue influence is sufficient to 
defeat a contest of a will on the ground 
of undue influence, would be to deny to a 
contestant the right to have his evidence 
weighed in its own light and in the light 
of reasonable inferences to be drawn 
from it. 


WILLs — Probate — Probate Denied 
Where Testator’s Copy is Missing 


Nebraska—Supreme Court 
In re Drake’s Estate, 35 N. W. (2d) 417. 


Testator’s copy of will executed in dup- 
licate could not be found and duplicate 
which had been delivered by him to an- 
other was offered for probate. Jury de- 
nied probate. 

‘HELD: Affirmed. Presumption is that 
testator destroyed will with intention to 
revoke it. This presumption is not evi- 
dence. Whether there is clear, unequivo- 
cal and convincing evidence to overcome 
the presumption, is for the court to deter- 
mine. If the court so determines, propon- 
ent has the burden, as in other civil cases, 
of proving his case by a preponderance 
of the evidence; and it is error to instruct 
the jury that proponent must overcome 
the presumption by clear, unequivocal 
and convincing evidence. There is a signi- 
ficant distinction between “the quality of 
evidence necessary to overcome the pre- 
sumption of revocation” and “the quan- 
tum of proof necessary to admit a will to 
probate.” 


WILLs — Probate — Testimony of 
Physician-Beneficiary Improperly 
Excluded 


196 


Indiana—Supreme Court 
McCord v. Strader, 82 N. E. (2d) 893. 


The proponent and a beneficiary of the 
testatrix’ will was the personal physician 
of the testatrix. There was some evidence 
introduced at the trial that the decedent 
was weak and easily influenced and that 
her physician prevented friends and rela- 
tives from seeing her. The physician had 
secured his own attorney to draft the will 
and also provided one of the witnesses. 
The physician was in no way related to 
the decedent and the decedent was not 
indebted to him. The physician was not 
allowed to testify because he had been 
the physician of the testatrix. The verdict 
of the jury was in favor of the objectors 
to probate of the will. 

HELD: The question of undue influ- 
ence was properly left to the jury, since 
there was some evidence on which the 
verdict against the proponent of the will 
could be based. The burden of proving 
the proper execution of a will and testa- 
mentary capacity rests upon the propon- 


ent and not the objectors. However, the 
case was reversed and a new trial ob- 
tained for error in refusing to allow the 
proponent, the testatrix’ physician, to 
testify as to his knowledge of the tes. 
tatrix’ mental capacity gained prior to 
the time he acted as her physician. 
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Women’s Rights 


American women have considerable 
advantage over their sisters in many 
other countries in the right to own, use 
and dispose of property. Under Hindu 
law, for example, if a woman inherits 
property from a male, or as a gift from 
her husband, she cannot sell or give it 
away or dispose of it by will. She may 
enjoy its possession but at her death it 
goes to the heirs of the man from whom 
she received it. She may dispose of it 
only for “necessity” or with the next 
heir’s consent. 
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